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U.S. INTELLIGENCE AGENCIES AND ACTIVITIES

Part 1: Intelligence Costs and Fiscal Procedures

THURSDAY, JULY 31, 1975

HousE or REPRESENTATVE,
SELECT COMMrrrEE ON IN-TELLIGENCE,

Washington, D.C.
The committee met, pur'suant to notice, at 10 a.m., in room 2118,

Ravburn House Office Building, the Honorable Otis G. Pike [chair-
man], presiding.

Present: Representatives Pike. Giaimo. Stanton. Dellums, Murphy,
Aspin, Milford, Hayes, Lehman, McClory, Treen, Johnson, and
Kasten.

Also present: A. Searle Field, staff director; Aaron B. Donner, gen-
eral counsel; John L. Boos, counsel; James B. F. Oliphant, counsel;
Richard S. Vermeire, counsel; Jeffrey R. Whieldon, counsel; Roger
Carroll, investigator; Charles Mattox, investigator; and Jacqueline
Hess, investigator.

Chairman PiE.. The committee will come to order.
After some slight delay the House Select Committee on Intelligence

today opens its hearings.
Our instructions from the House of Representatives are broad and

they are clear. We are to investigate the intelligence gathering activi-
ties of the U.S. Government. We are to complete our investigation by
January 31 and by that date report to the House our conclusions and
recommendations.

It is a huge order and the only way we can get there is by starting.
We start by looking at the cost. It is not easy. The Constitution of the
United States, article I, section 9, says "No money shall be drawn
from the Treasury but in consequence of appropriations made by law
and a regular statement and account of the receipts and expenditures
of all public money shall be published from time to time."

It does not say 'some public money." It says "all public money." It
would seem to me that a reasonable place to look for such a statement
and account of the receipts and expenditures of the intelligence-gather-
ing communities would be the four books provided to Congress and
the American people entitled "The Budget of the United States Gov-
ernment." Here are the books.

I have looked hard, but the results are spotty. We have, according
to the budget, an FBI, but I can find no CIA, no NSA, no DIA. There
is a line item on page 73 of this book under the Department of Defense
for S7.3 billion for intelligence and communications. But I don't Inow
what that means.

(1)
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I get the uneasy feeling I am not supposed to know what it means.
We shall find out.

As we learn what the costs are, we will look at the benefits achieved
as well as the risks created by gaining this intelligence.

What benefits have we the " right to expect? Abroad we should have
a good idea of what other nations, especially large nations, are doing
in weapons research and development. We should be aware of the
political and economic climate throughout the nations of the world.

At home we should be able to learn how organized crime is oper-
ating. who is getting rich on drugs and how we can combat them. The
risks are equally of concern.

No intelligence gathered by the Pueblo was worth the loss of the
Pueblo and the capture of her crew. The risks involved in a collision
between an American intelligence gathering snU)mrine and a Russian
submarine are incalculable. At home, while we wish to know all about
how organized crime operates, we do not want the risks of having our
phones tapped. our homes burglarized, or our persons made insecure.

We must draw reasonable lines between security and freedom. be-
tween "need to know" and "right to know."' When any investigation
begins we do not know where it will take us.

While the budget seemed a reasonable place to start, we will pursue
our investigation where it seems most useful to go.

We will try to travel a (lifli cilt road bounded by indifference on the
right hand and paranoia on the left.

We 'wil try not to travel well-traveled paths and we will pursue
facts rather than headlines.

We are dealing wit]i issues funla mental to all Americans and to
America. We are dealing with national security and national honor.
We are dealing with individual security and with personal freedom.

Let us never for(et that this investigation and the debate which
preceded it could not have taken place in most nations on this globe
so we should undertake it in pride and not embarrassment. Hopefully,
we will so conduct ourselves that we may be a credit to the image of
America as a nation among the nations of the world, that the way
American Government operates and the way American citizens live
will, when we are finished, be envied by those who do not and cannot
share them.

Mr. McClory.
Mr. McCLoRy. Thank you, Mr. Chairman.
I want to commend you,. Mr. Chairman, on your statement and also

on your initiative in getting the proceedings of our Select Committee
on intelligence moving. I am confident that you are going to have good
supl)ort from this side of the committee and I am in full support of the
approach which you are recommending insofar as our hearings are
concerned.

I am convinced myself that this Nation needs a strong intelligence
community and that we want to do everything we can as Members of
the Congress and as members of this committee to help assure that we
get the best quality, the best coordination, the most efficiency, and the
most for our money insofar as the various intelligence activities are
concerned.

Insofar as this committee is concerned, I am hopeful that we can
operate in a bipartisan and objective way.
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I am pleased that we have decided to be supported by a professional
staff andnot a partisan staff.

In the course of our investigations, it is clear to me that there will
be no need to duplicate what either the Rockefeller Commission has
performed or what the Church committee is doing, but that in the
approach that we are taking we are not going to be guilty of duplicat-
ing the efforts of others, but taking a stand which, it seems to me, can
contribute toward improving the intelligence community and perform-
ing a major service for the people of the Nation.

The subject of accountability is one which strikes me as sounding
a keynote in our investigation here--to determine who the decision-
makers are and who assumes the responsibility for the expenditures
that are made and the projects which are undertaken.

The word "coordination" is involved in the mandate which we re-
ceived so that we will be inquiring into the manner in which there is
coordination or there is lack of cooperation in the various intelligence
agencies.

In the end, it seems to ine that we have a major function to perform
in making substantial constructive recommendations to the end that
we can have a more efficient and a better intelligence community and
that we can have that service performed in a way which receives public
Suj)port and public confidence because the public will be aware of thd
fact that there is some oversight, there is some responsibility, there is
some accountability, not only in the executive branch, but in the legis-
lative branch, in the Congress itself. I am confident that to that end
we can perform well in the course of our hearings and our inquiry.

'Thank you, Mr. Chairman.
Chairman PIKE. Thank you, Mr. McClory.
If there are no further statements that any Member wishes to make,

we will start our hearings on the budget with Hon. Elmer B. Staats,
Comptroller General of the United States of America.

Mr. Staats has a very long and distinguished career in the budgetary
area of our Government.

He has been with the Office of Management and Budget. Hd has been
the Comptroller General, I don't know how many years. Mr. Staats, I
have listened to you with interest and appreciation a great many times.
We are delighted to have you here today.

I would ask at this point that the moving cameramen sort of
disappear.

Please proceed.

STATEMENT OF ELMER B. STAATS, COMPTROLLER GENERAL OF THE
UNITED STATES, ACCOMPANIED BY ROBERT F. KELLER, DEPUTY
COMPTROLLER GENERAL, MARTIN J. FITZERALD, LEGISLATIVE
ATTORNEY, GAO, AND FRED SHAFER, DIRECTOR, LOGISTICS AND
COMMUNICATIONS DIVISION, GAO

Mr. STAATS. Thank you very much, Mr. Chairman.
We are pleased to accept your invitation to discuss the relationship

of the General Accounting Office and executive branch agencies com-
posing the so-called intelligence community. The agencies generally
incluTed under this umbrella term are: The Central Intelligence
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Agency; the Defense Intelligence Agency; the National Security
Agency; the intelligence components of the Army, Navy and Air
Force; the Federal Bureau of Investigation; the Department of the
Treasury; the Energy Research and Development Administration
(formerly the Atomic Energy Commission) and the Bureau of Intelli-
gence ana Research in the Department of State.

The intelligence community is also usually defined to include, in
addition, entities whose futictions are to review and evaluate the prod-
uct of the intelligence agencies, to advise the President, and to pre-
scribe policies governing activities of the intelligence agencies. ThIese
other units include: The National Security Council; the Intelligence
Resources Advisory Committee; the U.S. Intelligence Board; and the
Foreign Intelligence Advisory Board.

Our experience in reviewing intelligence activities has been quite
limited and, to a large extent, has arisen from matters not directly
related to intelligence collection, analysis or dissemination but having
instead to do with such matters as a comparative analysis of Soviet
and United States research and development efforts, defense procure-
ment, international narcotics control, foreign language training pro-
grams. and certain matters in international trade and economics. The
other main source of experience in this area is a series of recent reviews'we have conducted in response to congressional requests.

In general, we have not pressed for reviews of intelligence operations
on our own initiative for the simple reason that our legal authority
is quite limited and the problems of access to information have been
such as to cause us to conclude that efforts to review these activities
would have little practical result.

GAO's basic audit authority is contained in the Budget and Account-
ing Act of 1921, the Accounting and Auditing Act of 1950, the Legisla-
tive Reorganization Act of 1970, and the Congressional Budget and
Impoundment Control Act of 1974. As an independent, nonpolitical
agency in the legislative branch of the Federal Government, its au-
thority is extensive, encompassing not only financial auditing, but
also management reviews and evaluations of the effectiveness of pro-
grams. These statutes authorize GAO to audit the activities of most
executive branch agencies, and grant it access to the records of the
agencies necessary to the discharge of this responsibility.

However, certain restrictions on our audit authority are also pro-
vided for by law, including instances where moneys are accounted for
solely on certification by the hend of a department or establishment.
For example, expenditures of a confidential, extraordinary or emer-
gency natur by the CIA are to be accounted for solely on the certificate
of the Director. Sometimes such restrictions are contained in appro-
priation acts. For example, annual appropriations for the FBI have
included funds to meet unforeseen emergencies of a confidential char-
acter to be expanded under the direction of the Attorney General and
accounted for solely on his certificate.

In addition to legal restrictions on our audit and access to informa-
tion authority, there are serious practical considerations which further
inhibit our ability to perform meaningful reviews. These factors stem
from an innate characteristic of all agencies involved in intelligence
gathering or analysis, namely, the need and desire to -maintain close
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security so as to reduce the risk of leakage by minimizing the number
of people having access to such matters.

First is the problem of obtaining the necessary special security
clearances and satisfying multitudinous need-to-know requirements.
A "Top Secret" Defense clearance or Atomic Ener "Q" clearance
is in most cases insufficient for access to intelligence-data. Because of
this requirement, the limited work conducted by GAO requiring such
clearances, and the time and expense involved, only a limited number
of our staff have these clearances at present. A closely related problem
is the difficulty of developing acceptable arrangements for the report-
ing of our findings and conclusions to the Congress.

Second is the restrictive policy established to maintain security by
the intelligence agencies. Access to basic information is, at best, very
limited. On occasion, the community cooperates to the extent of giving
us certain requested information, but even then we are usually afforded
insufficiently broad access to agency records to verify independently
the accuracy and completeness of the material supplied to us.

We recently commented in some detail with regard to security clear-
ances and our limited access to information in a May 10, 1974, letter to
Senator William i]roxmire, which was supplemented and updated in
a July 10, 1975, letter to Senator Frank Church, chairman of the Senate
Select Committee on Intelligence Activities and by a more recent letter
to this committee. We would like to offer these letters to the committee
so that, if you desire, they may be included in the record of these
hearings.

Mr. PIKF. Without objection, the letters will be included in the
record .

[The July 10 letter to Senator Church, which is virtually identical
to Mr. Staats' letter to this committee, is in the files. The letters to
Congressman Pike and Senator Proxmire, and subsequent correspond-
encee between Mr. Colby and Mr. Staats appear on pages 445 to 462
of the appendix.]

.Mr. STAATS. We know of this committee's deep interest in informa-
tion regarding the size of the Government's commitment of resources,
both in personnel and financial terms, to the intelligence function. We
understand that the committee will be inquiring into the potential for
achieving fiscal savings and increased management efficiencies in the
execution of the intelligence activities of the Government. The mag-
nitude of the financial resources devoted to intelligence work has been
a subject of particular public concern and speculation.

Chairman PIKE. May I interrupt you just for a moment. I would
like, to announce to the'members of the committee as a matter of policy
tihat I am not, going to stop the hearing for the purposes of this quorum
call. If any member of the committee wishes to go to the quorum call,
please feel free to go when you are obliged to do so. It, is my personal
judgment that what we are'doing here is more sig-nificant than going
over there and marking ourselves present and returning.

Go ahead, Mr. Staats.
Mf r. STAATS. I should emphasize at this point that we cannot inde-

pendently verify the accuracy of any estimates which may have been
made as to the size of the intelligence community budgets. And, in
any attempt to calculate an overal intelligence budget, there will al-
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ways be judgmental issues over how to account for the cost of such
things as submarines, reconnaissance aircraft, and satellites, where
both intelligence and nonintelligence purposes.may be involved con-
currently. Frthermore, we understand that large segments of the total
intelligence budget are concealed within the budgets of various Gov-
ernment departments and agencies, which would further complicate
an attempt at verification of data.

As I have indicated, we have recently been engaged in several in-
telligence-related assignments which were prompted by specific con-
gressional requests. One of these, undertaken at the request of Senator
Charles Percy in July of 1974, and later endorsed by the chairman of
the Senate Government Operations Committee, involved an attempt to
obtain budgetary, organizational. and personnel inform ation for all
units, departments, and agencies of the Federal Government that per-
form police, investigative, or intelligence activities. A questionnaire
was used to solicit the information from 173 units, departments, and
agencies. Some data was gathered from responses to the questionnaire,
while certain other agencies, apparently due to the sensitivity of the
information, provided it to us during on.site visits.

A limited verification of data 6irnished by civil agencies was con-
ducted by means of followup interviews with agency officials and
through review of documents and reports. The extent of verification
was limited because of time and volume constraints: we were not able
to verify any of the Defense Department intelligence information
which was provided to us. We also had to rely on each agency's inter-
pretation regarding the extent to which it performed police or investi-
gative, or intelligence activities. In some cases, existing accounting
records did not readily identify the requested information, and we had
to depend upon estimates made by the agencies as to their funding and
personnel levels. Also, while we attempted to obtain the data in a uni-
form manner, some agencies did not furnish data in the requested
format.

We issued two reports to Senator Percy on -June 9, 1975, one dealing
with police and investigative funding and personnel, and the other
covering intelligence funding and pers)nnel. The latter report, which
is classified "Secret."" contains data oni six departments and agencies
which volunteered information to us, including some data on the De-
fense Department. However, we were formally refused data on the
Cent a l lntelligince Agency. the National Security Agency. and cer-
tail other sensitive Defense I)epartment intelligence activities. In
some cases. statutory authority vas cited as the basis for the refusal;
wlile in mlost cases, we were (irCcte( to the congressional intelligence
oversiglt conmlittees for the data. Ve decided, after discussion with
representatives of Senator Percy's office and the Government Oper-
ations Committee, and because select congressional committees had
been created to invecstigate intelligence operations. that, we would not
make further attempts to obtain sucl data from the agencies which
had refused it to us.

We are currently conducting, at the request of the House Judiciary
Committee, a review of the domestic intelligence operations of the
FBI. We are examining relev-ant policies and procedures, and the
application of resources to these operations.
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In order to determine how the Bureau carries out its doniestic in-
telligence activity, it is necessary for us to review investigative cases.
The Bureau was and is concerned that if we had access to its domestic
intelligence files, the FBI's capability to develop informants and to
conduct intelligence investigations would be negatively affected. In
response to this concern, we worked out with the Bureau a procedure
whereby the Bureau prepared special summaries of the case files which
we had randomly selected for review. Through these summaries and
followup interviews with FBI personnel associated with the vases,
we are obtaining information on how the Bureau's policies and p~ro-
ce(lures are carried out in domestic intelligence investigations.

To insure the accuracy of the summaries, we need to verify the in-
formation contained in them. We therefore proposed a verification
procedure under which we would randomly select documents from the
case files to assure ourselves that, the documents were accurately re-
flected in the summaries: the Bureau would block out. informiiants'
names before allowing us to read the documents. However, the FBI
Director and the Attorney General have not been willing to agree
to this procedure and have so notified the chairman of the Judiciary
('ommittee. An alternative procedure was suggested by the Attorney
General. bit the chairman has advised the Attorney General that the
alternative procedure would not be acceptable and has asked him
to reconsider his position. Unless the verification problem is resolved.
our report to the Judiciary Committee will have to be qualified be-
calse of our inability to filflY verify the infol'Ilmatir)II oil which it is
1l4Ised.

In the fall of 1974. we received two requests which wvould have
necessitated that certain information be provided to us by the Central
Intelligence Agency. One request was made by the chairman of the
Subcommittee on Europe, House Committee on International Rela-
tions, concerning the cutoff of funds for Turkey. The second was nade
by Senator James Abourezk. and it concerned former oil company
o~ieials currently employed by several Govermnnient agencies. iiwllhdin,.r
the CIA. In boths cases. we did not receive the information we re-
questel and in one case. this l)reelul(led us froim making thme requested
review. In the other case. our review was limited but not compIletely
fruist rated 1w" our lack of access to CIA information.
-- On the otlier hand. we have recently performed. at the req guest of
tle Special Subcomimittee, on Intelligence of toe louse Armel Serv-
ices committeee. two reviews of the reasonableness of tle pro.'edires
followed by the CIA in the divestiture of certain piroprietary interests.01te reviews were performed by GAO staff members holding secur1itv
clearances. but no special intelligence clearances. and we were '(,ix'en1
excellent cooperation by the CIA personnel with whoom we worked. ( )ir
reviews were completed in an expeditious manner, and we havye issuedl
our reports to the Special Subcommittee.

Perhaps at, this point. I should describe to this committee the se-
quence of events leading up to our termination, in 1962., of all GAO-
initiated audit work at the CIA. The history begins with the enactment
of the Central Intelligence Agency Act, after which the Director of
the Agency requested that, in spite of the provisions of the law grant-
ing him broad and unusual powers, we continue to make a site audit of
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expenditures. We agreed to do so under the same arrangements as ex-
isted when we made audits at the predecessor Central Intelligence
Group. However, in view of the provisions of the act, we referred any
apparently questionable payments to the CIA comptroller's office for
corrective action. No audit whatsoever of unvouchered funds was
made; these are the funds expended on the certificate of the Director.
Furthermore, this work did not include substantive reviews of CIA
policies, practices, and procedures.

About this point in time. GAO began to expand the scope of its
audits to review not only agency financial transactions but also to
determine whether authorized agency programs and activities were
being conducted in an efficient, economical, and effective manner. In
light, of this development, a senior GAO official attended an executive
session of the special subcommittee, Central Intelligence Agency, of
the House Armed Services Commaittee, to discuss our work at N IA.
During this meeting, the subcommittee suggested that we submit our
recommendations regarding future GAO activity at CIA. On May 29,
1959. the former Comptroller General wrote to the chairman of the
subcommittee t) the following effect:

He believed timt the broader type of audit was appropriate for GAO work at
CIA ei:c would be more likely to produce evaluations helpful to the Congress and
the Agency;

The type of limited audit effort therefore conducted should no longer be
continued;

i- would not attempt to evaluate the intelligence activities of the Agency; and
The Subcommittee could be helpful in effecting a change in the scope of GAO

work by advising the Agency of the Subcommittee's interest on behalf of a
broadened GAO audit.

In July 1959. the former Comptroller General was briefed by CIA
concerning activities and functions of the Agency. Thereafter, a series
of staff level discussions were held on the subject of improving our
audit of the CIA. The culmination occurred in October 1959, with an
exchange of correspondence among the CIA, GAO, and the subcom-
mittee. On October 16, the CIA Director wrote to the Comptroller Gen-
eral and, in substance, made these points:

lie Ihelioved ('A( could expand its audit activities with repect to a consid-
erable portion of CIA ;

Expenditures made on the certificate of the Director. for confidential, extraor-
dinary, or emergency purposes would not be subject to review;

The )olicy of the Agency was to limit as much as possible this authority of
the Director;

Consequently. many voeuhered expenditures were, made which were related
to activities which were not sensitive in themselves but which were conducted in
support ,,f hiiuhly confidential operations:

'he Director's special authority extends protection to this category of vouch-
ered expenditures. which would therefore also have to Ie exclude(d from any
expanded audit coverage: and

lhe solicited agreement on these principles and, if agreement were achieved,
suggested continuance of discussions toward broadenin,- the scope of GAO audits.

II a letter dated October 21. 1959. to thte CI. Director. with a copy
to the sbiheommittee chai 'nian, the Comptroller General-

Agrel that expen ilinros mode on the certificate of the Director were not
sulije.t t it C\() A audit wit lout his , ncure "

"aid th;t it soeem'd pw)ssiwle to expan(l GAO audits considerably, even though
the,,:e reviewt\' t'ld he outside the area of ,ensitive security operations:

Expressed a willingness to attempt to broaden GAO activities, within the
principles exlprem.ed in the Director's ( - Itwr 16 letter, for a trial period: and

Said that if the trial period showed tiet GAO reviews were so limited that it
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could not accomplish any worthwhile objectives, he would have to consider
whether the effort should be continued.

On May 16, 1961 the Comptroller General wrote to the subcom-
mittee chairman and the CIA Director to express the view that, under
existing security restrictions, GAO did not have sufficient access to
information to make comprehensive reviews on a continuing basis that
would be productive of evaluations helpful to the Congress and that,
as a result, it planned to discontinue audits of CIA activities. The
GAO specifically related that, while access to overt activities of the
intelligence component was reasonably good, its activities were not
such as would be generally susceptible to productive audits. There was
no access at all to the plans component. The overt and confidential
activities of the support component were so integrated that a reasop-
ably comprehensive audit could not be made. That same day, the
subcommittee chairman discussed the contents of the May 16 letter
with GAO staff; he expressed concern over plans to terminate audit
activities at CIA.

On May 17, 1961, the CIA Director wrote the Comptroller General
to express his opinion that GAO's reviews had been helpful in bringing
certain matters to the attention of Agency officials and had formed
the basis for taking corrective action. He further expressed regret over
the plan to discontinue completely GAO's work at CIA and asked that,
before final action -as taken, lie have an opportunity to dLqcuss the
possibility of continuing an audit on some scale. On May 18, 1961, the
chairman of the House Armed Services Committee wrote to the Comp-
t roller General, recommending strongly against the discontinuiance of
GAO efforts at CIA pending further discussion betwen CIA, GAO,
and the committee. He further stated that, despite the "inherent"
restrictions on the scope of a GAO audit at CIA. even a limited audit
of overt accounting actions would serve a worthwhile purpose and that
precipitous action was not required. He also mentioned that there were
other overriding considerations which could not be divorced, under the

revailing circumstances, from any change in the existing relationship
tween GAO and the CIA.
On May 23, 1961, the Comptroller General wrote to the chairman of

the Armed Services Committee and the Director of CIA to restate the
restrictions GAO experienced on the scope of its audit; he also re-
stated the conclusion that no worthwhile audit activity could be con-
ducted under the circumstances. However, because of the views of the
committee, he said he would continue a limited audit program at CIA
pending further discussion of the matter.

In June of 1962, meetings were held between GAO staff and the CIA,
and between GAO and the staff of the committee, to further discuss the
matter. The GAO again restated the problems stemming from lack of
adequate access to information, again proposing to terminate all ef-
fort at the CIA. As a result of these discussions and at the request of
the committee staff, the Comptroller General recited the history of the
matter in a letter dated June 21, 1962; he said that since May of 1961
nothing had caused him to change his views and that a conclusion had
been reached only after having fully considered all the factors, lie
again specified the type of access he would nee(l to make reas()nabllv
comprehensive reviews. He requested an expression of the committee's
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views on these matters. On July 18, 1962, the committee chairman
wrote to the Comptroller General as follows:

The restrictions Imposed by CIA were necessary;
The comptroller and internal audit functions at CIA had been strengthened;

and,
For these reasons and because of the Comptroller General's belief that further

effort at CIA was not worthwhile, the conclusion to withdraw from further audit
activities would be accepted.

Therefore, since 1962, GAO has not conducted any reviews at the
CIA nor any reviews which focus specifically on CIA activities,
except for the two recent reviews noted earlier, which were done at
the request of the Special Subcommittee on Intelligence of the House
Armed Services Committee.

fThe correspondence between the GAO. CIA. and the. House Armed
Services Committee referred to by Mr. Staats is printed on pages
496 to 518 of the appendix.]

A somewhat different situation is presented in the case of the Na-
tional Security Agency. In 1955, in response to a request by the Direc-
tor of NSA, the Comptroller General assigned a GAO staff member to
NSA on a permanent basis to perform limited onsite audits of NSA's
vouchers and accounts. Under the present onsite audit procedures, all
accounting and supporting documents are maintained at NSA or desig-
nated records storage sites for audit purposes; these security measures
are necessary because the majority of the documentation is of a classi-
fied nature. The mutual accessibility of the GAO staff members and
NSA officials permits prompt and informal resolution of questionable
expenditures. To the present, our audit effort has been primarily of a
financial accounting nature, plus a very limited effort in the area of
procurement. No formal report has been published on the results of our
continuing examinations at NSA. Section 6 of Public Law 86-36 pro-
vides that no law shall be construed to require the disclosure of the
organization or any function of NSA, of any information with respect
to the activities thereof, or of the names, titles, salaries, or number of
persons employed by NSA. We do not construe this section as preclud-
ing our access on a confidential basis; we view section 6 as a prohibition
on any disclosure of our findings to the public at large.

The onsite GAO representative is required to obtain a special secu-
rity clearance. From 1955 to 1973, only two or three of our staff had
this special clearance at any one time. However, we have recently ob-
tained clearances for a few additional members of our staff. We have
informally discussed with NSA officials the potential for GAO con-
ducting management-type reviews of certain aspects of NSA's opera-
tions. The preliminary conclusion we reached is that these are feasible,
although we recognize that there are legal and practical limitations.
One area in which we preliminarily believe some constructive, broader
GAO reviews could be conducted is NSA's automatic data processing
and communications activities.

There are several general considerations which bear upon the ques-
tion of how we can most properly relatA. our audit responsibilities
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to the special characteristics of the intelligence community. On the
one hand we must keep in mind:

Legal limitations placed on the scope of the audits we could perform and
the lack of explicit legislative authority to audit intelligence agencies;

The probability of continued restricted access to information;
Probable requirements for additional staff ; and
The fact that any substantive reports would probably be available only for

very limited distribution.

There are other factors, however, and they are also entitled to be
given due weight. These would include:

The certainty that, whatever the exact amount, large expenditures are made
in the execution of the intelligence function;

Growing recognition of the need for improved oversight machinery in the
Congress and the support role which GAO might play; and

The indications of a potential for significant contributions toward more
efficient and effective management of certain of the activities pursued by in-
telligence agencies.

Given the necessary charter, some of the areas where we believe that
GAO studies might e conducive to improved management would be,
for example, examinations into intelligence requirements and analysis
capability compared with data-collection capability. In addition, pro-
curement, property management, and personnel management usually
present opportunities for economies and improved management. Fur-
thermore, exploration should be undertaken of the potential, within
and among the agencies, for a duplication or a lack of coordination
of collection, analysis, and research activities.

lWe perceive several available options:
(1) Undertake reviews only in response to specific congressional

requests.
(2) Perform audits and reviews on behalf of oversight committees.
(3) Initiate, renew, or continue discussions with agency officials

with a view toward obtaining, independently of the interest of a
specific committee, sufficient access to information to permit useful
self-initiated management reviews.

(4) Assign professional staff members to the oversight committees.
(5) Seek explicit legislative authority for our audit of the intelli-

gence agencies and access to the requisite information.
(6) Pursue any combination of the first five options.
While we certainly do not rule out any of these courses of action,

our view is that, for the present, we want to assist the oversight com-
mittees to the extent possible. Of course, other current activities, such
as our work at the FBI and further discussions with NSA, will be
continued.

The role of the GAO in the oversight of the intelligence community
cannot be fuliy determined, in my view, until the oversight role of the
Congress is agreed upon and machinery established to exercise this
role.

The GAO shares a common problem with the Congress in balancing
the need for adequate review of the operations and finances of the in-
telligence community, the need for public confidence in intelligence
operations, and the need for confidentiality essential to the successful
execution of many intelligence programs.

5S-920-75-2
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This concludes my stat i'-nt but with your permission, I would like
to read some parts from my letter to this committee which spell out
some thoughts we have.

We say:
We believe the Congress should once again, as it has ir the past, consider the

manner In which oversight of the intelligence community is managed in the
light of the constitutional provision that no moneys be spent from the public
treasury unless appropriated by the Congress. In this regard, the Congress
should consider the role GAO Is to play in what the Congress ultimately
decides should be the requisite Congressional approval of Intelligence com-
munity funding and activities. GAO's role should be sufficiently clarified so that
it can determine its reporting responsibilities.

Then, as the second point, we say:
We believe the Congress should address the questions of whether some broad

policy guidelines and criteria for certain types of covert national security activi-
ties should be established by legislation; whether any agency responsible for
intelligence collection should also be responsible for carrying out actions; and
whether the existing Congressional system for Identifying, approving, or dis-
approving significant individual covert projects is adequate.

Then we conclude by saying that:
Given this situation, the question arises as to the adequacy of the available

management review function within the CIA particularly. Are the agencies
within the intelligence community so organized and structured as to permit such
a management review function as an internal matter? If not, can they lie mnde
so to enhance the possibility of effective congressional oversight management
review, either by the oversight committees themselves or with-Fhe assistance
of GAO or others?

This concludes my prepared statement, Mr. Chairman. I will be
happy to respond to questions.

Mr. Keller, to my left, the Deputy Comptroller General, and Mr.
Fitzgerald of our General Counsel's office are here to assist me.

Chairman PIKE. Thank you very much. Before starting I would
simply like to advise the members of the committee that we will pro-
ceed under the 5-minute rule.

It applies to all members. It will hurt me just as much as it does you.
Mr. Staats, you have been most constructive and most specific.
I would like to paint with a rather larger brush. Does the General

Accounting Office, which has the responsibility for representing the
legislative branch of our Government in overseeing the expenditures
of the publi-c moneys, know how much we spend on intelligence?

Mr. Swr.\.WS. No, sir, we do not. As I have indicated in my state-
ment, in preparing the report for the Senate Government Operations
Committee, we were not able to obtain that information specifically.

Chairman PIKE. Because of the restrictions which have been placed
on your access to information, does the GAO know whether there is
duplication in the realm of our intelligence-gathering activities?

Mr. STAATS. We would have no way of finding out, Mr. Chairman.
This information is not available to us and, unless we know where
the money is and where the people are, we would have no basis for
making a judgment that there is duplication or lack of coordination
or poor management.

Chairman PIKE. I1nxyour letter to this committee. N[r. Staats, you
referred to the first part. of the seventh clause, article I, section 9 of
the Constitution. That is the provision which states that no money
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shall be drawn from the Treasury but in consequence of appro-
priations made by law. It is my feeling that the Congress does in
fact make the appropriations but they do not in fact know what they
are appropriating when they make the appropriations. I am more
interested in the second part of that clause which says, "and a regular
statement and account of the receipts and expenditures of all public
money shall be published from time to time."

In your judgment, is a regular statement and account of all public
money published?

Mr. STAATS. This provision is susceptible to interpretation as to
whether or not it refers to the totals of the Government or whether
it relates to departments or to activities or to functions. It has never
been fully litigated.

Chairman PIKE. If there has been an attempt to litigate it, it was in
the case of United States v. Richardson.

Mr. STAATS. Yes, but it was eventually thrown out by the Supreme
Court on lack of standing, if my understanding is correct.

There is, of course, disclosure by the Treasury and through the
budget of overall expenditures.

Chairman PIKE. You are really an expert in this field. Do you con-
sider the kind of disclosure which we get to be that which the Found-
ing Fathers had in mind when they referred to a statement and ac-
count of all public moneys?

Mr. STAATS. I would certainly agree that it does not represent full
disclosure. But at the same time, I would have to say, Mr. Chairman,
that from the early days of our history there have been provisions
written into law which authorize agency heads to maintain certain
expenditures in secret.

Chairman PIKE. Yes, but we cannot write into the law anything
which overrides the Constitution.

Mr. STAATS. But I think it is the other way around. The Congress
has written into law provisions which authorize agency heads to main-
tain expenditures confidential in spite of this provision. That practice
has not really been challenged in our long history for reasons of which
I am unaware.

Chairman PIKE. The time of the chairman is up.
I yield to Mr. McClory.
1Mr'. MCCLORY. Thank you, Mr. Chairman. Do we have any estimates

as to the overall costs of the entire intelligence community? It seems
to me I recall some statement about $5 or $6 billion or something like
that.

Mr. STAATS. We have seen those figures. too, Congressinan McClory.
But we would have to simply

Mr. MCCORY. That is just a guess?
Mr. STAATS [continuing]. Regard those as guesses unless they can

be verified.
Mr. McCLomiy. You have prepared two reports for Senator Percy.

They are fairly recent, last year, I believe. Those are considered 11s
secret, but you have receiveA extensive information, I gather, from
t he intelligence agencies other than the CIA and the NSA.

Now have those been made available to other persons than Senator
Percy ?
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Mr. STAATS. I belie, c they have been made available to this com-
mittee. There is no restriction on information which is classified as
secret except for individuals receiving it being qualified to receive it.
We make many reports which are of a classified nature.

Mr. MCCLORY. So you either could or have released that to this com-
mittee with the understanding that it is a secret document.

Mr. STAATS. That is right. Any person who is willing to receive
the information under the rules that apply to classified information
is eligible to receive this kind of report.

Mr. MCCLORY. Now if you were authorized to conduct investigations
such as you perform for the Congress with respect to other agencies
of CIA 'and other intelligence agencies on a confidential basis that
would be legislative authority which would give you the prerogatives
which von don't seem now to have.

Mr. STAATS. That is correct.
We may have to have more explicit authority than we have todav.
Mr. McCroRY. Would you encounter any difficulty, do you think. if

ultimately we should recommend the establishment of a joint con-
gressional committee on intelligence to overview the intelligence com-
munity with respect to the subject of the secrecy of the reports you
might prepare for the benefit of such committee.

Mr. STAATS. I would like to say two or three things with respect to
your question. This is to some degree a personal judgment and based
on my own background . . . I would favor a joint committee. I would
favor it partly growing out of the experience of the Joint Committee
on Atomic Energy which has in my opinion been quite successful in
receiving highly sensitive information. To the best of my knowledge
there has never been any problem concerning disclosure of unclear
information from the committee. It has been an effective method by
which the House and Senate could exercise oversight. of that program.

The other thing I would like to say is more related to our role.
Without some committee of this type to which we could relate, with
which we could agree regarding areas in which we would investigate
and study and develop recommendations, so that we had someplace
in the Congress where we could have an audience and a body to report
to, we would be, I think, relatively ineffective. So I would favor for
both those reasons a committee of'the type you are suggesting.

Mr. McCLoRY. There is an existing rule of the House which per-
mits any Member of the House to see and examine secret information
with the same limitations as other Members who originally receive
such information. Do you have an opinion as to that rule or whether
you think it might be susceptible to some modification in order to
retain greater secrecy of such reports.

[The rule referred to is House Rule XI(2) (e) (2). Derived from
section 202(d) of the Legislative Reorganization Act of 1946, it was
made a part of the rules on January 3, 1953.]

Mr. STAATS. Speaking for GAO, we certainly would not want to be
in a situation where there was any concern that we would be supply-
ing information to other than a body authorized by the Congress to
obtain that type of information, and we would not do so. By the same
token, because of the sensitivity of the information we are dealing
with, we need some part of the Congress to which we can relate and
with which we could have agreement on the areas on which we would
undertake reviews.
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Mr. MCCLORY. Thank you very much.
Chairman PIKE. Mr. Giaimo.
Mr. GiAmo. In reading and listening to your testimony, you state

on page 13 that since 1962 GAO has not conducted any reviews of the
CIA nor any reviews which focused specifically on CIA activities. On
the bottom of page 16, you say that the role of the GAO in the over-
sight of the intelligence community cannot be determined fully until
the oversight role of the Congress is agreed upon and machinery estab-
lished to exercise this role.

Then you go on to say how there has to be a balance between adequate
review by the Congress and the needs of confidentiality. Is it a fair
inference then that the General Accounting Office has very little if
an" information on the activities and expenditures of public funds
by* the intelligence community and the members of the intelligence
communityy of the U.S. Government?

Mr. STAATS. That is correct.
Mr. GrATMo. Is it also correct that you are not, nor is the General

Accounting Office, in a position to know whether or not the CIA or
other members of the intelligence family are acting within the param-
eters of the statutes which established their existence and their
missions?

Mr. STAATS. That is correct. I should add here that we are also not
able to give the Congress any appraisal as to the adequacy of the
agencies' own internal control machinery. This includes internal review
of their financial requirements, accounting to the Director, accounting
to the National Security Council or to anyone else. So we are in no posi-
tion to make any judgment as to whether they are running a good
internal management shop.

Mr. GIAIM. Would you care to give us your opinion as to whether
or not you think this is a healthy balance between the public's need to
know and the Congress' need to conduct watchdog or oversight
operations. Do you think we now have a healthy balance between the
intelligence community and the oversight community?

Mr. STAATS. Absolutely not. I would emphasize that it is important
that the Congress know. Many things the Congress is aware of cannot
be made public, and people understand that, I am sure. But I think
there is a public confidence element here as to whether or not there is an
oversight agency conducting reviews in the intelligence community,
even though the results cannot be fully divulged. I think the public
needs to be assured in this area as in any other area that there is an
oversight agency with adequate authority to get the information and
make that information available to the Congress of the United States.

Mr. GIATM. Did I understand you to say that you favor the estab-
lishment of a Joint Congressional Committee on Intelligence to over-
see the activities of the intelligence community?

Mr. STAATS. That is correct.
Mr. GIAimto. You made reference in your statements to earlier meet-

ings with GAO and conversations going back to the early 1960's, par-
ticularly with the Armed Services Committee. Would you characterize
earlier oversight activities by congressional committees as having been
done by very few individuals in the Congress? Do you know of your
own knowledge whether that was so?

-p
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Mr. STAATS. That is correct.
Mr. GIAIMo. For example, you speak of the Armed Services Com-

mittee in 1959 and 1961 and 1962, and you mentioned the subcommittee
chairman and the chairman. In those days, if I recall correctly, the
chairman was Mr. Vinson of Georgia. Can you tell us who was then
the subcommittee chairman of that Subcommittee on Intelligence?

Mr. STAATS. Mr. Keller was present at that time. I think it would be
better if he answered the question.

Mr. KELLER. Congressman Paul Kilday was chairman of the sub-
committee at that time.

Mr. GiAiMo. Do you know whether those conversations involved all
of the members of the Armed Services Committee?

Mr. KErLER. I would have no way of knowing that.
Mr. GIAImo. Do you know whether there were many people in the

Congress in the early 1960's who were privy to the information, which
you have told us here today, as a result of the communications between
the GAO and the congressional committee involved?

Mr. KELLER. My judgment would be that there were probably
very few.

Mr. GIAIMO. Would you care to give us your opinion as to whether
or not part of the problem with the inadequacyIof congressional over-
sight over the many years, particularly in the early 1960's, has been
the fact that there have been too few Members of the Congress who
were privy to this information?

Mr. STAATS. That would be my view although again we would have
no way of knowing with how many members of the committee the in-
formation was shared. I think only the individuals themselves could
tell you that.

But part of the value of a joint committee would be that the
membership of that committee would represent a judgment by the
Congress of those who would have a legitimate interest in the siub-
ject. It would not be uncertain. It would not be a vague understanding
about who was going to get the information or who was not. I think
that there is great value in that kind of situation.

Chairman PIKE. Mr. Stanton?
Mr. STAXTON. Thank you, Mr. Chairman. Mr. Staats, first of all let

me thank you for your candor and your testimony which I consider
excellent in terms of its presentation. Could you tell me, you have
stated in your testimony that you do not know the amount of money
expended by the intelligence community because there is no way that
you can audit it; is that correct?

Mr. STAATS. That is correct.
Mr. STANTON. Then you would have no way of knowing in a time

frame, say, from 1955 to 1975 what the increase in fiscal outlay has been
to any particular agency; is that correct?

Mr. STAATS. That is correct.
Mr. STANTON. Is it true that the reason that you cannot tell is because

such funds are hidden in other parts of the Federal budget and that
there are only specific Members of Congress who know. on the Appro-
priations Committee, in what particular agency budget that money is
contained; is that correct?

Mr. STAATS. Both for that reason and for reasons of secrecy and
confidentiality.
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Mr. STANTON. As to your experience with the NSA, where you did
institute audit procedures, is it your belief that the same procedures
could be instituted with respect to the CIA?

Mr. STAATS. I would be inclined to say "yes" if you assume that
we will be able to make meaningful reviews of the managerial side
of NSA. We think we can, and we have no contrary indications to
date from NSA that they would not be agreeable to managerial type
reviews. I mentioned two potential areas where we feel that GAO
audits could be made: automatic data processing and communications.
But we -V'ecognize again that even there we need to have someone to
whom we can report because I would be willing to venture today that
those could not be public reports.

Mr. STANTON. Would you say that, when you need somebody to
report, to, you are talking about the Congress and, specifically, I as-
suime, the 'joint congressional committee concept that has been advo-
cated for about 20 years.

Mr. STAATS. That is correct.
Mr. STANTON. Do we not run the risk of a joint congressional com-

mittee becaming part of the establishment of the agency over which
it performs oversight? For example, it has been said that certain
committees of this House who have oversight responsibility have been
so involved with the object agency that they have failed in terms of
performing oversight. Is that danger not possible through a joint
congressional committee performing that function?

Mr. STAATS. Not inherently so, as I see it. I suppose there is a danger
of any committee, whether we are talking about an oversight com-
mittee of this type or any other committee, becoming, you might say,
advocates of the program. This is a matter, I think, of broader
concern than just the field that we are talking about here.

But there are ways that you can protect against that, also.
Mr. STANTON. That is correct.
For that purpose would you think that one of the ways might be a

limitation on the amount of time that a Member serves on that com-
mittee, as we do on the Budget Committee of the House presently, with
a limitation of serving on the joint congressional committee for 2 to 6
years, or for a specific period of time?

Mr. STAATS. I think that might be one way to deal with it.
If that were done, I would hope it would not be such a short period of
time that 'individuals would not be able to become fully knowledgeable
about the area they are working in. I have a feeling that, concerning
the arrangement of the House Budget Committee, the period of time
is too short; but that is another matter.

Mr. STANCTON. Would it be possible and practical in your judgment
to institute, for the protection of the public and the building of con-
fidence of the public in Government the activities in this sensitive
area, explicit expressed authority for the GAO for audit review
through enactment of legislation as recommended by our committees
to other committees in the House?

Mr. STAATS. Yes, indeed. I referred to several avenues of approach
in my statement. I would want to emphasize that I doubt that we could
be fully effective, even with a joint committee, unless we specifically
had access authority to information. I do not believe we would be
able to get that information as readily without such explicit authority.
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fr. STANTON. I concur. I thank you very much for your testimony.
Chairman PIKE. Mr. Treen.
Mr. TREE.N. Thank you, Mr. Chairman. I appreciate, Mr. Staats.

your being here today. I would like to ask you if you know, either as
a result of review of the experience during Project Manhattan or
because you were with the U.S. Bureau of the Budget from 1939 to
1953, how the Congress appropriated funds for the Manhattan project,
how they were accounted for when expended, and who had access to
that information?

Mr. STAATS. I do not know specifically the names of the individuals
who had access to that information, but I believe that there were
only two individuals who had access to that information.

Mr. TREE.. Do vou know how the money was appropriated, under
what heading, under what category did we appropriate the money for
the research to develop the atomic bomb in the early 1940's?

Mr. STAATS. That information is now available and we would be
glad to supply it for the record. My recollection was that it was male
available largely through the corps of Engineers construction
appropriation.

Mr. TREEN. I would appreciate, Mr. Chairman, if that is satisfactory
with you, getting the details of that for the record.

Chairman PIKE. Yes; we would appreciate your providing that for
the record, Mr. Staats.

Mir. STAATS. Ve will be glad to.
[The information follows:]

The history of the Manhattan Project is the subject of "Now It (an Be
Told," by Lt. Gen. Leslie R. Groves, who was director for the Manhattan Project
from September 17, 1942, to December 31, 1946. Chapter 26 specifically concern.%
the extent to which the nature of the project and the sources of its funding
were made known to Members of Congress. Involvement of the General Account-
ing Office In auditing the expenditures of the Manhattan Project was discussed
in hearings before the Senate Select Committee on Atomic Energy on April 4
and 8, 1946. The audit conducted during that period was essentially a voucher-
type audit.

See also, "On Active Service In Peace and War," by Henry L. Stlinson and
McGeorge Bundy, particularly page 614. Volume I of "A History of the United
States Atomic Energy Commission," by Richard G. Hewlett and Oscar E. Ander-
son, Jr., contains in Chapter 9 a discussion of Congress and appropriations for
the Manhattan Project.

Mr. TREEN. I would like to get into the question now of your au-
thority to examine accounts. Basically you have authority under 31
IT.S.C., sections 54 and 60 which seem to me to contain a rather broad
charter. Section 54. title 31 states that all departments of the Govern-
ment shall furnish to you "such information regarding the powers,
duties, activities, organization, financial transactions, and methods of
business of their respective offices as he may from time to time require
of them."

You are given the authority to secure and "have access to and the
right to examine any books, documents, papers., or records of any such
department or establishment." Under section 60 you are "authorized
and directed to make an expenditure analysis of each agency in the
executive branch of the Government * * * which, in the opinion of
the Comptroller General, will enable Congress to determine whether
public funds have been economically and efficiently administered and
expended."
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Before getting your response thereto, I assume that you feel that the
appropriations acts that contain provisos about expenditures on the
certificate or warrant of the head of an agency cut across these statutes,
is that correctI

Mr. STAATS. Yes, that is correct, and in the case of CIA there is a
specific provision in its organic act, as you know, which authorizes the
Director to make expenditures on his own certificate, which means we
do not have any authority to go behind-

Mr. TREEN. I would like to examine that a little bit legally. I have
never examined into this area before, but when Congress says that the
head of an agency may expend money on his own certificate, of course
that means that lie then is given a great deal of discretion in how that
money is spent, but do you interpret that to mean that you cannot then
look at how it was spent?

Mr. STAATS. That is correct
Mr. TREEN. He is given the authority to spend it?
Mr. STAATS. That is correct. Legislation has been introduced in the

House by Congressman Eckhardt on January 16 of this year for
himself and a number of other Members, which would at least author-
ize us to go behind the certification to the extent of making a judgment
as to whether it was in fact a justifiable certificate in the sense of
being secret or confidential.

[The bill referred to is I.R. 1513.]
Mr. TREEN. You don't think you have that authority now? Are there

any co it decisions upon which you base that opinion?
i 1'. 'TATS. No, sir.

Mr. TME N. It seems to me the discretion to spend on the certificate of
a head of an agency doesn't mean that you can't examine that expendi-
ture; at a very minimum you can-you can total up the -amounts he
has spent on his own certificate, can't you?

Mr. STAATS. We may not even be permitted to know the amount.
Chairman PIKE. The time of the gentleman from Louisiana has

expired.
Mr. Dellums.
Mr. DELLUMS. Thank you very much, Mr. Chairman.
Mr. Staats, I am appreciative of your being here this morning.
On page 8 of your testimony you allude to divestiture of certain pro-

prietary interests on the part o? the CIA.
Now, my first question may elicit from you classified information.

Maybe the question that would elicit classified information could be
answered for the record.

First of all, did you do an audit on the CIA's sale of both Southern
Air Transportation and Air Asia?

M'. STAATS. I am advised, Congressman Dellums, this would be
classified information and we would have to supply that answer to you
in a classified manner.

Mr. DELLUmS. I would request unanimous consent that material be
given to this committee, Mr. Chairman.

Chairman PiKE. Just a moment. Before we do that, are you telling
us that whether or not you performed an audit is, itself, classified
information?

Mr. STAATS. That is my advice at the moment, Mr. Chairman; that
would be the case with respect to any specific operation.
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Chairman PIKE. The matter will be either provided for the record
or heard in executive session at some subsequent time.

fr. DELLuMS. Thank you, Mr. Chairman.
Is it correct you did do an audit on the divestiture of two proprietary

companies?
Mr. STAATS. Yes. We were asked to look at whether or not the pro-

cedures that they went through to divest themselves of these interests
were adequate, and we did get the necessary information, and we ren-
dered opinion on the questions in each case.

Mr. DELLuMs. Did you look at or audit the profit and loss state-
ment of either or both of these proprietary companies?

Mr. STAATS. I am sorry, I didn't get the first part of your question.
Mr. DELLTMS. Did you look at or audit the profit and loss statement

of either one or both of these proprietary companies?
Mr. STAATS. I am advised that we did not make an audit of any profit

and loss statement.
Mr. DELLTJMS. So you have no way of answering the question of

whether or not these companies made a profit?
Mr. STAATS. No. sir.
Mr. DELLUMS. What happened to the money from the sale of these

two proprietary companies.
Mr. STAATS.'I believe our reports would be available to this coin-

mittee, Mr. Chairman.
Chairman PIKE. Will the gentleman from California yield?
Mr. McClory.
Mr. McCr;oRY. I have a point of order.
The point is that the witness stated this is classified information

and you have stated that you would -eceive the information in execu-
tive session.

Chairman PIKE. That is not my understanding. The witness, who
is a very experienced, old hand in these things, has said that naming
the specific corporations involved did constitute a classified statement.--

Mr. Dellums thereafter repased his question to cover unnamed
corporations. If at any time Mr. Staats feels the matter is or should
be cl assi fied, he has an 'absolute right to say so.

The Chair overrules the point of order.
Mr. MCCLORY. I think he was referring to the specific cases to which

the witness had already stated
Chairman PIKE. As I said, I am not going to raise the question of

secrecy if Mr. Staats does not opt to do so.
Mr. DELLUMS. Mr. Chairman, I would restate my question: What

happened to the money from the sale of these two unnamed proprietary
companies?

Mr. MCLoRY. Mr. Chairman, I think the witness-I think that our
colleague-

Chairman PIKE. Does the gentleman make a point of order?
MV. I)ELLUMS. I am not yielding time to the gentleman.
Mr. GIAI1O. Will the gentleman yield to me for a moment?
Mr. DELLUMS. I yield to my distinguished colleague.
Mr. GIAiMO. For many years, one of the problems has been that

even before we have objections from the executive branch or the
agencies themselves, there is all too often a predisposition on the part
of certain people in the Congress to impose our own cloak of secrecy-
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in addition to executive branch cloaks of secrecy-over the activities
of agencies. That has been part of the problem with congressional
oversight. '

Chairman PIKE. The Chair will simply state that any man can make
a point of order at any time.

Mr. McClory made a point of order and was overruled.
Mr. Dellums.
Mr. DELLUmS. Thank you. -
Mr. Staats, on the question-
Mr. STAATS. I am sorry, Congressman Dellums, we are not able

to respond to that question for the reasons I have indicated.
I hope the members will appreciate the fact we are bound by the

same laws that bind everyone else with respect to the classification
of information.

Mr. DELuus. I respect that. I am simply raising questions; if it
it classified I would simply request that the information be given
to the committee or heard in executive session. I am simply raising
the question.

Mr. STAATS. I believe that can be done.
Mr. DELLUmS. Thank you.
My next question is, was the company or companies sold at true

market value?
Mr. STAATS. We are not able to respond to that.
Mr. MCCLORY. I think the witness is entitled to be protected by

the confidentiality under which he guards this information
Chairman PIKE. Mr. McClory, I am just going to say flatly the

witness is wholly capable of taking care of himself.
Mr. MCCLORY. And the-
Chairman PIKE. This witness has been around longer than you and

I have been around. What has happened here is that by your raising
points of order and interrupting Mr. Dellums, Mr. Dellums' time has
expired and accordingly the Chair now is obliged to recognize Mr.
Murphy.

Mr. MCCLORY. A further point of order. I want to make it per-
fectly emphatic here that I intend, when a witness is pursued after'
he has made the point, to provide the information, would violate the
confidentiality under which the information is held, I am going to

-persist in objecting to questions which would endeavor to elicit in-
formation which the witness has indicated he is not at liberty to pro-
vide and to persist in the questioning after that point has been made.

It seems to me quite improper as far as the members of this com-
mittee are concerned.

I am not raising any question with regard to secrecy which is not
already inherent in the law, but I am going to be certain that whatever
is inlhrent, in 1hie law is going to be preserved and protected in this
hea iina.

Chairman PIKE. The gentleman from Illinois did not state a point
of order. Any time that the gentleman from Illinois does state a point
of order, the Chair will rule on the point of order, but the Chair is
not, going to let the time of any member of the committee be used
up in that fashion and from now on the Chair will exercise his discre-
tion in granting additional time, if we run into that situation again.

The Chair recognizes the gentleman from Illinois, Mr. Murphy.
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Mr. MURPHY. Mr. Chairman, I will yield 1 minute of my 5 minutes
to Mr. Dellums.

Mr. DFLUMS. Thank you very much.
Mr. Staats, with a vIew toward understanding that the questions

I am raising with you are in no way an effort to compromise you, but
simply to raise the questions: If in ,fact in your judgment the matters
are security matters that should be given to this committee in executive
session, I accept that as a member of committee.

I simply raised the question in order to elicit the response today or
at some future date.

My next question in the remaining seconds I have is, were the compa-
nies sold strictly to the highest bidder? If not, why not?

My next question, who bought these companies? Were any of the
buyers previously associated with the CIA and, finally, what kind
of CIA audits have been made on company ledgers? If you could sup-
ply us with answers to all of the questions that I have raised with you
that are of a classified nature, I will deeply appreciate it and with that
I yield back my time to my distinguished colleague.

"The information may be found in the committee files.]
Mr. M1tRPTIY.;Thank you.
I too would like to thank you for your forthright testimony here

today, Mr. Staats.
In your testimony you pointed out legal restrictions on your audit- -

ing and your access to information authority, and later on page 3 you
say a closely related problem is the difficulty of developing acceptable
arrangements for the reporting of GAO findings and conclusions to
Congress.

My question, Mr. Staats, is whether we could have your recommen-
dation in developing acceptable arrangements for the reporting of
your findings and your auditing to the Congress?

Mr. STAATS. Yes. This very definitely relates to the discussion we had
a few minutes ago with respect to a joint committee, or some alterna-
tive arrangement-

Mr. MuRPHY. I understand you agree with the theory of the joint
committee as I do. --

I would like, at your leisure, for you to supply us with acceptable
reporting arrangements to the Congress, taking into consideration the
confidence you must preserve and the Congress has to preserve.

Mr. STAATS. "Te will be happy to elaborate and develop that point
further.

Mr. MuRPHY. Thank you, Mr. Staats.
Thank you, Mr. Chairman.
Mr. M uRPHY. I yield to Mr. Dellums if I have time.
Mr. DELLruMS. Mr. Staats, what is your opiiiion of the legality of

an agency investing appropriated fun ls in the stock market?
Mr. STAATS. I don't really know what your question alludes to,

but I would say that the freedom which CIA has been given in the
statute does not preclude any investment or any expenditure which in
the judgment of the Director would carry forward his own program
and there is no way that you can really go behind that. That is really
the substance of what I have been saying here.

Mr. DELLUMS. So you are suggesting that the authority f6r the CIA
or any other agency of the so-called intelligence community to estab-
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lish proprietaries and spend appropriated funds for that purpose is
within their authority, given the present law?

Mr. STAATS. If the Director makes that determination, yes.
Mr. KELLER. The CIA Act specifically provides that the moneys

available to the Agency can be spent without regard to any other pro-
visions of law and regulations relating to the expenditure of Govern-
ment funds. It is a very broad provision.

Mr. DELLUMS. One other question: What is the legality of covert
Government proprieties competing for Government contracts with
public companies? Do you have any opinion on that?

Mr. STAATS. Our response would have to be the same as the one we
have given to your previous question.

Mr. DELLUMS. I appreciate that.
Chairman PIKE. Mr. Kasten.
Mr. KASTEN. Title 31, section 60 of the United States Code directs

the Comptroller General to report directly to the Government Opera-
tions Committees, et cetera, on a number of different expenditures and
evaluation of expenditures of executive branch agencies.

On page 6 of your letter of July 31 to the chairman you state that in
general GAO has not taken the initiative in pressing for oversight of
intelligence operations, but has made serious efforts to assist the com-
mittees on a request basis.

Does the GAO make a distinction between the congessional and
self-initiated audits relative to the methodology and also relative to
the legal authority? Do you draw a line between the statute here and
what you are supposed to be doing, and also the initiated studies?

Mr. STAATS. The legal problem is there in either event. What is dif-
ferent is that if there is a strong interest on the part of a committee
such as the Armed Services Committee or the Foreign Relations Com-
mittee in a particular matter, then our chances of getting the necessary
information on a voluntary basis are better. -

Mr. KAsTEN. Under the normal procedure of reporting periodically,
what reports have been submitted to the committees in accord with
this statute? What reports having to do with intelligence and what
reporting arrangements and procedures now exist between the GAO
and the various committees that have oversight responsibilities at the
present time?

Mr. STAATS. Let me respond to your question in the general frame-
work in which we operate with respect to all the committees of the
Congress. -

The statutes, beginning with the Legislative Reorganization Act of
1970, and reincorporated in the Congressional Budget Act of 1974.
require that we respond to requests that come from committees of the
Congress to the best of our ability and we have worked with virtually
all the committees in the Congress in that manner. These would be
reviews that are undertaken specifically on request of committees, and
the reports are made to the requesting committees. The availability of
those reports to other elements in the Congress is a matter that is han-
dled on a case by case basis. In some cases they are made widely avail-
able. In other cases they are held for hearings and for other reasons.

Now, regarding reports that we make on our own iffitiative under
the broad charter that we have, these are made available to the public
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unless classified, the day after they are forwarded to the Speaker of
the House and the President of the Senate. All of these reports are
refermed to the interested committees and in all instances, to the Gov-
ernment Operations and Appropriations Committees. The Govern-
ment Operations and Appropriations Committees have a specific
responsibility under the Legislative Reorganization Act for following
up on our reports and the recommendations we make in those reports.,
including, for example, receiving agencies' responses to those recom-
mendations. Each agency is required within 60 days to tell the com-
mittees whether they intend to accept our recommendations or not. So
the Government Operations Committee does have a special responsi-
bility concerning our self-initiated reports.

Mr. KASTEN. The point of my questioning is, I think there may be
as many problems on our side-on our side as the Congress-as there
may be on the other side, the CIA or you.

Iave, since 1962, any congressional committees requested the GAO
to resume its financial audits of the CIAI

Mr. KEPLLE. Not since 1962.
Mr. KASTEN. There has not been that request?
Mr. KzLLER. No, sir.
Mr. STAATS. The only requests we have had, Congressman Kasten,

relate to those which we cite in our testimony here this morning.
Mr. KARrEIN. In the letter you provided to us and also the letter to

Senator Proxmire, you said that the GAO terminated all audits of the
CIA because of disinvolvincr access to records.

Specifically, what difficulties have been encountered by the GAO in
its attempt to conduct meaningful audits of the CIA?

Mr. KLLEI. Perhaps I could answer that. sir. In the first instance
there is the provision in the CIA Act which allows the Director to
make expenditures on his own certificate. The law goes on further to
say that the certificate "shall be considered a sufficient voucher for the
expenditure"; to accountants that means that is all the data which is
to be available.

Second, the position taken in the early sixties by the Director of
CIA was that not only were unvouchered, certificated expenditures
exempt from review by our office, but that also vouchered expenditures.
if they were made in support of the covert activities, would not be-
subject to GAO review. And then you begin to get the whole thing
mixed up.

Also, it is my understanding that our people who were out there
were given limited access to certain things they wanted to look at. were
never allowed to see very much of the whole picture and after a 2- or
3-year trial period of trying to expand our audits we came to the con-
clusion it was not a worthwhile effort.

Mr. STAATS. When the definition includes those activities which sup-
port covert operations, then it includes literally almost everything the
Agency does, because nearly everything can be regarded as being in
support of confidential operations. It was a hopeless situation as the
GAO saw it, and we properly withdrew.

Chairman Pixr. Mr. AspinI
Mr. AsPiN. Thank you, Mr. Chairman.
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Mr. Staats, you have already said that you don't know the total
amount of money that we are spending here. That would be one of
the questions in which I am interested.

I don't know to what extent you can help, but I am trying to find out
something about where does the money come from and who has control
over it.

Now, where the money comes from apparently is scattered-mostly
we talk about it being scattered throughout various other budgets, in
the federal budget system and then shifted to the intelligence com-
munity after the appropriations process.

You are an expert. You have been around a long time. How else
could the CIA or any other intelligence organization get money other
than through that process I Is there any way other than through that
process they might get money ?

Mr. STAATS. I don't personally have too much difficulty with the
process, provided that there is a policy-

Mr. AsPN. I am just trying to determine if you can think of any
other way they might get money. For example, what is the legal status
over any profits made from proprietary companies? Have they com-
plete discretionary control over that?

Mr. STAATS. It is all considered during the appropriations process.
Mr. AsrIN. Is that recycled through the appropriations process?

Do they have to return that money to the Treasury?
Mr. STAATS. Let me answer your question this way: There is dis-

closure of these operations within the framework of the existing ar-
rangements for review-

Mr. AsPIN. What happens to the money? If they make a profit at
the end of the year, what happens to that profit? Does that go back
into the Treasury and they have to get appropriations from it or can
they use that money as they see fit?

Mr. STAATS. No; they cannot use it as they see fit but it is subject to
the same monitorship by the OMB that all of their funds are subject to.

Mr. AsPiN. Do you know how that works? I mean, do you know what
happens to that money?

Mr. STAATS. I do not believe that I am the best person to answer
your question. Mr. Lynn probably can answer your question.

Mr. AspiN. Who can we ask?
Mr. STAATS. Mr. Lynn.
Mr. AsPiN. Where else could they get money? Could they be. for

example, printing the stuff? Is that possible? Can you think of any
other place? I am trying to find out where all the possible sources of
funds for the intelligence community come from. Where do they come
from?

Mr. STAATS. The only basic source is appropriations.
Mr. AsPIN.,. You can't think of anything else? Appropriations, pro-

prietary companies, selling such companies, profits from such
companies?

Mr. STAATS. Those would not be significant in relationship to the
total operation, no, sir.

Mr. AsPIN. Let me speak to the question of who has control over it.
Do you have any feel for-the head of the Central Intelligence Agency
is also head of the entire intelligence community. Do you have any
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feel for how much control he-has over that total intelligence budget of
other intelligence agencies other than the CIA I

Mr. STAATS. I can only refer you to the statute under which he wears
two hats; he is Director of Central Intelligence

Mr. AsPiN. Does he help set the budgets for other agencies? Does he
help set the budget for the NSA?

Mr. STAATS. He helps.
Mr. AsPIN. How much authority does he have, like the Secretary

- of Defense helps to set the budget for the Army, Navy, and Air Force?
Has he that kind of authority, to set the budget for DIA, NSA, and
other intelligence-agencies?

Mr. STAATS. Legally he does participate in-that.
Mr. AsPIN. Never mind what happens legally. What happens in

fact,? Does he really control the budgets of all those agencies?
" Mr.-TA.As. The word "control" is too strong a term. Legally he has

the responsibility for advising the President with respect to that func-
tion. If there were an issue involved, undoubtedly he would have to get
the President's decision, but his charter to advise the President is very
broad. His concern relates to the total community, that is quite correct.

Mr. AsPIN. Do the other intelligence agencies present their budgets
to him for their approval? Where do they present their budgets, do
you know?

M r. STAATS. I think you should direct this question to Mr. Lynn, who
will be with you tomorrow. Ile is much more recently involved in this

- than I. ---
Chairman PIKE. The time of the gentleman has expired.
Mr. Milford.
Mr. MILFORD. Thank you, Mr. Chairman.
Mr. Staats, effective intelligence work, by its very nature, is highly

secret and strict-and requires strict "need to know" rules.
The standard operating procedures within intelligence organiza-

tions are carried on in such a way that even their own employees have
very limited knowledge of the overall mission and activities. And, as
you know, the CIA and others use a so-called compartment system
where even high level department officials will not be aware of special
missions and operations. This, of course, is a very necessary procedure.

Now, in your opinion, can professional auditing procedures be de-
vised wherein your own employees could audit these agencies and yet
maintain this compartmental concept?

In other words, can you keep your auditors departmentalized and
vet come up with a reasonable appraisal or audit wherein a very lim-
"ited number of your key people would be aware of the overall audit
results?

Mr. STAATS. Our staff has had experience with many highly secret,
* highly sensitive operations. and I think our record is very good in that

we have not been the source of any disclosures of that type of informa-
tion. We have been involved in reviews of military readiness, the
performance of highly sensitive weapons systems and matters of this
type. So I have no concern about our ability to deal with secret, classi-
fied, confidential information.

Now, referring to the compartmentation which exists within certain
intelligence operations, I have to be very frank that there will prob-
ably have to be clear legal authority to" have access to the necessary
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information on a sufficiently broad basis. That may present a problem
to the intelligence agencies, but I think that there must be some recog-
nition here that without the ability to get information in that manner,
there is not going to be adequate oversight, whether done by us or by
anybody else. You are not going to have it.

Mr. MILFORD. I agree with you.
My question, primarily, goes not toward the executive agency so

much as, can you devise auditing procedures that would maintain this
compartmental concept?

MAr. STAATS. I think we can. I think we would have to be guided by
and would take into account the agency's own problems in this regard.
We do that today in similar situations.

Mr. MmiFORD. Obviously, at some point there must be interdepart-
mental correlation, but my question is, can it be assumed that only a
very limited number of people, such as the intelligence agency itself,
have access to it? It is very limited?

Mr. STAATS. We would have to recognize that problem, and in fact
today all of our classified reports are reviewed by the agency before
we release them to the Congress from the standpoint of what specific
information in them has to be classified.

On any of these subjects, we send the report in draft form to the
agency and many times, as you may know, we send classified reports
up to Congress. Often part will be classified, part will be unclassified.
Or there may be even pages where certain parts of the information
are classified, the remainder unclassified. This judgment is not made
by .us; it is made by the agency when it gives the draft its security
review, and I think that would have to apply in this case.

Mr. MILFORD. You mentioned briefly in your statement that audits of
the intelligence agencies might require more personnel. Do you have
any idea of how many-or what percentage of an increase would be re-
quired if you get into this?

Mr. STAATS. We couldn't really venture any guess at this point. It
would depend a great deal on the wording of the statute giving us
authority, and I think it would depend a great deal on the interests
of the oversight committee itself as to how much it would like us to do.
But I couldn't venture a guess at the moment.

Mr. MILFORD. It would follow this compartmental concept in your
,uditing. Would this proportionately require more people to carry out
than your routine types of investigations and audits?

M r. STAATS. I would say yes. Generally, yes.
Mr. MILFORD. Thank you, Mr. Chairman.
Chairman PIKE. Mr. Johnson.
Mr. JoHNsSON. Mr. Staats, you have mentioned the figure $6 billion

in your letter to the committee as being the probable amount or at
least the figure that is bandied about as being spent on the intelligence.

Mr. STAATS. That was not GAO's figure; no, sir.
Mr. JOHNSON. I think it is in your letter to the" Congress.
Mr. STAATS. We are attributing that figure to other sources.
Mr. Jonxso-. You say it comes from other sources, but that is the

figure that you use. You didn't syv that you had determined that. Ob-
viously it is a large figure. We all recognize it is in the billions.

Mr. STAATS. Yes.
58-920-75-3
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Mr. JOHNSON. It is also my understanding it is hidden throughout
the budget in the budgets of many different agencies and departments
of the Government; is that correct?

Mr. STAATS. That is right.
Mr. JOHNSON. When you are making audits of these other agencies

and departments of the Government, do you ever run across these blocs
of funds which are somehow squirreled away for the intelligence
activities of the Government?

Mr. STAATS. We do run into situations on other reviews that we
make, reviews of the type I referred to on page 2 of my statement,
where we are simply told that that is information not available to us.

Mr. JOHNSON. Then you do not pursue that further?
Mr. STAATS. We have no way to pursue it.
Mr. JOH.NSON. I hesitate to use the word "stonewalled" but when you

run into that stone wall attitude, do you take it for granted you haven't
authority to pursue it? How do you know it doesn't go beyond intelli-
gence activities?

Mr. STAATS. With our present authority, we are not able to go be-
yond that point, although we make an effort to get them to give us
formation on a voluntary basis.

Mr. JonsoN. I understand that the CIA has statutory authority
to do as it pleases with the money and I agree with your interpretation
of that.

You have mentioned in your testimony or in your letter, I have for-
gotten which, that in response to a letter concerning Senator Percy's
request, that you did not get responses from* the CIA, the Defense
Department, and the NSA, I believe. You mention that they cited
statutory authority. What statutory authority does NSA and the
Department of Defense have to refuse to give you information legiti-
inately requested?

Mr: STAATS. We have that information here. If you like, we can
specify it now or give it to you.

Mr. JohiNsoN. If you can 'submit that to the committee. I would like
to see if the legislation we are talking about needs to be expanded
beyond-CIA.

[The requested information is printed in the appendixes of these
hearings.]

Mr. JOHNSON. The Defense Department evidently, if they tell you
it is secret, you won't pursue it, or if NSA tells you, you won't pur-
sue it.

Mr. STAATS. We might pursue it to see whether or not they would
be agreeable to declassifying enough of it to meet our requirements.
For example, if we are dealing with something like narcotics control,
or if we are dealing with some other matter then we do pursue it in
that sense, but the ultimate decision is theirs, not ours.

Mr. JOHNSON.. In your letter you indicated you wrote a letter to CIA
January 17 of this year and never received a response and made
attempts to get a response and could not.

What attempts do you make when they refuse to talk to you?
Mr. STAATS. These are handled by telephone or visitation.
Mr. JOHNSON. And if they flatly refuse, there is nothing you can

do about it?
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Mr. STAATS. That is correct.
Mr. JOHNSON. Well we have this amendment to the Foreign Assist-

ance Act of 1974 which was passed last year, which prohibits CIA
expenditure of funds "for operations ill foreign countries other than
intelligence activities, intended solely for obtaining necessary intelli-
gence' unless the President determines it is important to the national
security.

Presently then there would be no way of determining, no way that
anybody in the U.S. Government, unless the President himself went
into an investigative posture, could determine whether or not that
provision of the law is being honored; is that correct?

[The reference is to the Hughes-Ryan amendment-section 32 of the
Foreign Assistance Act of 1974, P.L. 93-559, "Intelligence Activities
and Exchange of Materials"-which amended section 662 of the
Foreign Assistance Act of 1961; 22 U.S.C. 2422. The amendment
is printed on page 429 of the appendix.]

Mr. STAATS. That is correct.
We do find that in some cases the agency will let us have infor-

mation. For example, in connection with the report we made to the
Congress on the legislative ceiling on expenditures in Laos, we were
able to get the information because they were willing to supply it.

Mr. JOHNSON. They gave you the information, but. did vou have
any way of verifying if the information they gave you was correct?

Mr. KELLER. Probably not.
I would like to follow up a little bit on your earlier question for

a minute. The law is quite clear in that it says we shall have access to
all informati-n and papers and records of agencies. At the same time,
there is no enforcement power in the Comptroller General. In other
words, if we do get a refusal, we have no subpena power, we have no
way of going to a court and trying to enforce our right. We have
presented testimony on this problem to Congress. not primarily with
regard to security agencies, but concerning many agencies; we have
asked for subpena power in order to get, a resolution of whether we
have a right to these records or not.

It is just as simple as this-that we can have all the rights in the
world and the agency has the papers and doesn't give them to us.

Chairman PiKE. Mr. Hayes?
Mr. HAYES. Mr. Staats, do you know the mechanical method by

which moneys allocated in one budget-for example, in the Air
Force budget for intelligence purposes--are then transferred to an-
other intelligence agency-for example, to the CIA?

Mr. STAATS. Mr. Lynn, again, can outline this. I am sure he will
tomorrow, but, in general, this is handled through the OMB with the
advice of the DCI and it becomes a Presidential decision.

Mr. HAEs. So that the physical method then is determined by
OMB?

Mr. STAATS. At the beginning of the fiscal year or as soon as the
funds are available, there would be a transfer that would take place.

Mr. HAYEs. Do you have information concerning how employees
are detailed between the various intelligence agencies and other execu-
tive branch departments?

Mr. STAATS. No, sir, I do not.
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Mr. HAYES. If confidentiality and the problem of classification
causes no audit to be done, is it possible for GAO now to audit those
things which have been publicly disclosed I For example, the Glomar
Explorer adventure ?

Mr. STAATS. As far as getting verification of the data which relates
to that matter, the answer would still lie with the agency. I don't think
the fact that it has been made partially public really alters the legal
or the factual situation.

Mr. HAYES. You do not believe that alters their classification sys-
tem at all so they may classify what has been published in news-
papers and broadcast by television and yet you accept that classifica-
tion or you feel you are required to accept it?

Mr. KELLER. If we are talking about CIA and funds spent on the
certificate of the Director. He can still maintain he has legal authority
to withhold information on that project. I can conceive that he would
say, "Yes, this has been disclosed, but we are not going to disclose
the mechanics relating to the part that was disclosed."

Mr. HAYES. For example, the procurement process on the vessel
itself, how much it cost and who contracted for it, et cetera.

Mr. KELLER. Of course, I am speculating here.
Mr. HAYES. Does the General Accounting Office have authority to

conduct audits on U.S. agencies outside the United States?
Mr. KELLER. Yes.
Mr. HAYes. Do you feel you are subject to the same rulings of con-

fidentiality and classification when you go abroad and begin to con-
duct those audits ?

Mr. KELLER. We have offices in Frankfurt, Germany, and Bangkok.
There are two types of situations. We probably would have trouble

with overseas CIA activities just the same as we would have a problem
here. With respect to Defense activities or AID activities that do not
involve intelligence activities, even though they may be classified, we
probably would not have any particular trouble. Our people would
have to have the required security clearances, but we have had no
real problem with that.

Mr. STAATS. Legally, we have the same situation in any agency where
the agency head has authority to make expenditures on his own
certificate. We have exactly the same problem in State or the FBI
with respect to expenditures made on a certificate. Any other agency
that has that same kind of statutory power presents the same problem
as far as we are concerned. We cannot go behind the certificate made
by the agency head.

Mr. HAMYEs. Thank you.
Chairman PIKE. Mr. Lehman?
Mr. LEHHAN. Thank you Mr. Chairman.
Mr. Staats, are you a CPAI
Mr. STAAI. No, sir.
M r. LEHMAN. Being head of the General Accounting Office, you

work very closely with CPA's and understand professional accounting
procedures?

Mr. STAATS. We have about 600 CPA's in GAO, and we work very
closely with CPA organizations.

Mr. LEHMfA-. I am sure you have a working knowledge.
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In looking through this statement of yours, I run into such terms
in regard to auditing as on page 4, "accuracy of estimates." On page 7,
blocked-out informants names in ordinary accounting procedures. In
getting a certified audit, you do have to do confirmations on which
are the informants in the certified audit.

At page 6 you talk about "lack of access of information."
In this kind of an audit, it is really not what I would call a real

audit. To me an audit is either a certified audit or not an audit. It
either is or it isn't.

To me what kind of a financial institution in this country would
advance money to a business firm based on this kind of an audit that
lacks estimates, contains blocked-out names, and reports lack of access
to information?

M r. STAATS. I am sure that you would recognize that when an audi-
tor cannot fully verify the basis upon which he certifies a financial
statement, he is going to qualify. He should qualify it.

In this case that you refer to, involving the blocking out of inform-
ants' names, it would not affect at all the kind of judgment we would
be seeking to make, whether the summaries which the FBI has pre-
pared for us are adequately reflective of what is in the files. We don't
need the name of the person; we don't need the name of the organiza-
tion; what we do need to know is whether the summary itself is an
accurate reflection of what is in the file.

Mr. LEHiAN. You have to do that with confirmation of some type
from some source.

Mr. STAATS. That is correct.
Mr. LEHMAN. The only financial institution that I can think of that

would advance money on this kind of an audit would be the Treasury
of the U.S. Government.

Mr. STAATS. I must say that some of the rules are different between
the private and the public sector.

Mr. LEiMAN. My next question would be rather provincial in nature.
As you know, the area I represent is near Cuba and has a large Cuban
refugee community and has apparently been the scene of a great deal
of CIA operation. Radio and so forth. Do you have the authority to
obtain for this committee the sums that have gone to groups there,
and still more important, to determine what money is still going to
such groups?

Ir. STAATS. No.
Mr. LE HMAN. I expected that answer.
Chairman PIKE. Mr. Field.
Mr. FIELD. In early 1970, there was a report prepared at the Office

of Management and Budget referred to as the so-called Schlesinger
report. It was an attempt to study the administration's budget of the
intelligence community.

Did GAO ever receive a copy of that report?
Mr. STAATS. Not that I am aware of; no, sir.
Mr. F ELD. Was GAO aware of the study ?
Mr. STAATS. We have heard of it, but are not familiar with the

details.
Mr. FELD. Did you ever request a copy of that report?
Mr. STAATS. I am not sure that we did.
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VMr. FrnuD. Has GAO ever attempted to receive reports from the
Office of Management and Budget on any of these studies that may
have been done on the intelligence community in terms of its budget
or anything of that nature?

Mr. STAATS. NO; for the simple reason that we have been aware that
they are under somewhat the same restrictions as we.

Mr. FIELD. In pursuit of your studies in order to try to evaluate
some of the requests that you have had from Congress, you have never
felt that that would be a quick and appropriate way of perhaps receiv-
ing some of the information without having to go into the confidential
side.

What I am thinking is, if you could get the results of somebody else's
study you may not have bad to get into a specific mission or the name
of an- agent or anything like that, which might be highly classified.
You might nevertheless, without having done that yourself, at least
get the general results which by now are at least figures or something
like that. Have vou ever thought of that as an appropriate way of find-
ing out the cost and the relative budget breakdown of the intelligence
community?

Mr. STAATS. One thing we have thought about is the possibility of
doing a review, after consultation with appropriate committees, of the
process and the procedures, by which the agencies exercise internal
control of their budgets and their activities. Such a review would not
divulge in any way the substance of actions by the agency.

But to do so, we would have to have access to information, and to
date. we have not been able to get that kind of access.

Mr. FIELD. Thank you.
What type of records did GAO retain as to its audit and the working

materials that fo into an audit? Do you keep copies of all the audits
done of the intelligence community or of any agencies in it?

Mr. STAATS. We usually keep files on our work for a period of time-
workinz papers and so on.

Mr. FiELD. You do have complete records of all the audits done of
intelligence agencies?

Mr. KELLEUR. I would like to comment just for a moment. This is sub-
ject to verification.

Normally on classified reports we do, of course, have our backup
papers and copies of reports. I believe when we were doing work in
CIA some materials were kept at the CIA headquarters. We do not
have copies of all such reports in our building, but they are available
to us. I just wanted to clarify that point.

Mr. FITZGERALD. That is correct.
Mr. KELLER. This situation may exist at other agencies.
Mr. STATS. Our working materials involving NSA. are kept at NSX.

More generally. Mhen we are dealing with especially sensitive, classi-
fied information, where we want to make sure that we are not the
source-of divulgence, we will keep those records in the agency and that
which we would keep in our office would be very minimal.

Chairman PIKE. Mr. Staats, have you received any request from
any Member of Congress to check oi whether any money has flown
from the U.S. Treasury to what I will call loosely organized crime?

Mr. STAATS. No; we have not had any such requests.
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Chairman PIKE. Mr. Staats, earlier you suggested that the manner
in which the Joint Committee on Atomic Energy had functioned would
be a pretty fair pattern by which to operate a joint committee on the
oversight of intelligence activities.

The Joint Committee on Atomic Energy operates in such a manner
that we can read in the budget of the United States each year the
amount we are spending for the purchase of nuclear materials and
the amount we are spending for the manufacture of nuclear weapons.

Can you think of any reason why, if we tell the world what we are
spending for the manufacture of nuclear weapons, we should not tell
our own taxpayers what we are spending for intelligence?

Mr. STAATS. This is a very difficult question to answer in categorical
terms. I should think, Mr. Chairman. that at least some elements of the
intelligence community budget could be made available in some form.
Where I could see possible trouble with the release of figures on the
amount of money involved is that, while a gross figure itself doesn't
present very much of a problem, it only represents a basis for analysis
and questions such as, "What did you spend last year, 5 years ago?
What has been the trend "

Chairman PIKE. Do you think it would be more harmful to have
gross figures revealed to the public than it would be to conceal them on
the grounds that their release would be harmful?

Mr. STAATS. There is certainly less problem with gross figures for
the total intelligence community than there would be with respect to
any single element. There is no doubt about that.

I would be hopeful and perhaps even optimistic that a way could be
found to provide some gross information without, presenting a prob-
lem of confidentiality. To the best of my knowledge, the intelligence
community will oppose any kind of a figure, however, because of the
feeling of sensitivity it has about even a gross figure.

Chairman PIKE. Of course they oppose any revelation of any figure
whatsoever. I would agree that at some point down the line, in line
items, the amount expended should not be revealed on a line item basis
year after year; because that would-in my judgment, at least-con-
stitute some revelation of the methods of our intelligence gathering.
But I would also like to say to you that I believe there is no reason at
all that the gross figures we spend for intelligence should not be
revealed to the American people.

Mr. McClory I
Mr. McCLoRY. Mr. Staats, I judge in line with this questioning that

if we gave a gross figure without separating, for instance, covert activ-
ities from general information gathering activities, there wouldn't be
any problem, but if we would describe the amount of money that is
expended for covert activities, so called, that would be information
which I assume in the intelligence community would be regarded as
highly valuable to the enemy in addition to the fact that it -might be
informative to the Members of Congress or to the American people.

Mr. STAATS. The more you break it down, the greater the problem.
I agree with that.

There is also the corollary problem of what is included in the
figure; this would have to be" agreed upon. There are some activities
which perform an intelligence function and also perform other
nonintelligence functions concurrently or coincidentally.
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fr. MCCLORY. I would like to see what else we can obtain from you,
in addition in executive session or under an agreement of confidential-
ity insofar as this committee is concerned. For one thing, about the
Percy reports. In addition to the request Mr. Percy made, this was
supplemented then by a request by the committee, *so it was a com-
mittee request, or it was delivered to the committee. Is that available
now to this committee?

Mr. STAATS. Yes, it will be.
Mr. McCi.oiy. With respect, to the audit being performed for the

House Judiciary Subcommittee with respect to the FBI, to the extent
that that is classified, that would be available to this committee as
well; will it not?

Mr. STAATS. We will make that report to Mr. Rodino. It is m~y
understanding that after he has had a chance to receive that report-
and study it, it would be available.

Mr. McCILoRy. If we get an agreement from the CIA that certain
detailed financial information, for instance, will be made available to
this committee, or would be made available to this committee in its
investigative work, would you be capable then of auditing or verifying
the information if we get the permission for you to make that kind
of an audit?

Mr. STAATS. We would have to have CIA's agreement or permission
for access to the records necessary to verify it.

Mr. MCCLORY. But then you could do it.
Just one other area and that is with respect to the questions that

were addressed to you by my colleague, Mr. Delluns.
Would you be able to supply the information that you would pro-

vide in executive session in a written form which we could receive
under an agreement of confidentiality without having a full executive
session ?

Mr. STAATS. I think it would have to be with permission. There
would have to be an agreement to supply it to you.

Mr. McCLon . If we get the agreement from them, you can supply
it to us in written form. I am asking whether we have to resolve our-
selves into executive session or have another session or whether you can
send it to the chairman.

Mr. IELER. We can certainly work all that out, Mr. McClory.
The two reports Congressman Dellums was talking about were made
specifically at the request of the house Armed Services Committee.
The reports were made to that committee. It is my understanding
that such material is available to this committee.

Chairman PIKE. If the gentleman will yield, the I-louse Armed
Services Committee has passed a resolution turning over to this com-
mittee such information as they have.

Mr. KELLER. That would include the two particular reports that
Congressman Dellums has referred to.

Mr. MCCLORY. You haven't any other requests for confidential in-
formation of the type we are making our inquiry about here from any
other member of the committee or of the Congress, which you think
might be useful to us, do you?

Mr. STAATS. I believe we have referred to all of them here in our
statement and in the letters which have been made available to the
committee.
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Mr. 'MCCLORY. I want to thank you very much for a very helpful
and very constructive statement here today, Mr. Staats.

Thank you very much.
Chairman PIKE. ir. Giaimo.,
Mr. GIAIMO. Mr. Staats, don't you have a long history of reviewing

and auditing the Department of Defense?
M]r. STAATS. That is correct.
Mr. GIAIfo. Then, for many years you have looked into the activi-

ties of the Department of Defense; is that correct?
Mr. STAATS. That is correct.
Mr. GTAiMo. In the course of looking into the activities of the De-

partment of Defense, have you, to any extent, looked into their intelli-
gence operations?

Mr. STAATS. No, sir, we have not.
Mr. GlIAmo. Have you ever attempted-to the degree that you out-

lined in your opening statement that you sought over the years to con-
duct adequate review of CIA, NSA and the FBI-to do the same with
DIA and the other subcategories of intelligence functions within the
Department of Defense?

Mr. STAATS. We have not. We would have the same problems that
we have with respect to any other element of the intelligence
community.

Mr. GIAIMO. In your opening statement,, you say that you did make
positive efforts to review certain functions. within CIA and FBI. Did
you have a series of negotiations which failed?

Mr. STAATs. That is right. We did not attempt to initiate audit
work at the FBI on our own; it was undertaken after we received a
specific request from the House Judiciary Committee.

Mr. GIAnio. Do I understand correctly that you have no interest in
trying to do the same with Defense agencies?

Mr. STAATS. We have not felt that it was practical to do because
of our limited access to information.

In the communications area, which in some aspects is related to
intelligence, we have done extensive work.

Mr. GIAirO. Are you talking about certain unnamed agencies which
deal in communications and other electronic types of intelligence?

Mr. STAATS. That would be part of the context which we would
keep in mind in looking at the effectiveness of the total Defense
Department communications capability.

Mr. GIAITo. In general your answer basically is that you have not
attempted to look into the intelligence community under the jurisdic-
tion of the Department of Defense.

Mr. STAATS. The restrictions on information have been such that
we just did not feel it was a practical way to spend our money.

Mr. GTAIEro. Would like to ask you a direct question, based upon
your own experience in government and with the budget. Do you think
there would be any harm to national security when we balance it
against the right of the American people to know? 'Would there be
any injury if we were to publish a one-shot line item in the budget
of the total appropriation figure for the Central Intelligence Agency?

Mr STAATS. I would not favor doing it for just one element of tie
community. If I were to do it, I would do it for the total intelligence
effort.
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Mr. GIAIro. Are you saying, in other words, go beyond publishing
the budget of the CIA and publish the budgets of the other functions.
also?

Mr. STAATS. Yes, indeed.
Mr. GIAIMo. Can you tell me why?
Mr. STAATS. Well, for one thing, the total obviously is larger and if

you were to identify the individual pieces of it, there would be a
greater risk-

M r. GTAIMbo. May I interrupt.
I thought ,you mentioned publishing the budgets of each agency. Are

you now saying just take one total figure for all intelligence agencies?
Mr. STAATS. In responding to Chairman Pike's question a few

moments ago I was talking about the total intelligence community.
Mr. GIAI310. With regard to your response to the chairman, I was

not sure whether you meant the total CIA budget or the total intelli-
gence budget.

Mr. STAATS. I would like to be clear about that.
Mr. GIAIMo. Then I gather you are in some disagreement with the

Rockefeller report, which suggests that portions of the CIA budget
could be published.

Mr. STAATS. I don't recall whether it referred to the CIA budget
or to the total, but also I believe it recommended that it should be
explored. I don't believe it made a flat-out policy recommendation.

Chairman PIKE. Mr. Stanton.
Mr. STANTON. Thank you, M r. Chairman.
Mr. Staats, does the Office of Budget and Management interfere

with the GAO audit attempts?
Mr. STAATS. Are you now speaking generally?
Mr. STANTON. Specifically as to the intelligence community.
Mr. STATES. No.

[r. STANTON. Are you familiar with Gen. Mark Clark's 1955 review
of the intelligence community, and more particularly, the CIA, in
which specific recommendations were made for oversight?

Mr. STAATS. I do recall seeing his study at the time. I have not
reviewed it recently.

Mr. STANTON. The recommendation was that, rather than instituting
an oversight committee, there be a Citizens Review Committee or Citi-
zens Advisory Committee which has been functioning since 1955.

Are you aware of whether that committee has any particular know]-
edge of the budget of the CIA or of any of the other intelligence
agencies?

Mr. STAATS. I cannot speak with current knowledge, but at the time
I was with the Bureau of the Budget I was familiar with what they
did. I sat in on a number of their meetings.

To the best of my knowledge, they did not get into oversight of
expenditures. The suggestion in the Rockefeller report that the Board
be given that responsibility would, I think, be a new responsibility.

Mr. STANTON. In other words, the original report of Gen. Mark
Clark, which specifically recommended rather strong oversight proce-
dures by the Congress and others, was watered down in the Eisenhower
administration to a Citizens Advisory Committee which hasn't done
even the perfunctory operation of reviewing budget. Is that what you
are saying?
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Mr. STAATS. It is. To the best of my knowledge, it did not get into
the question of how much money should be spent, how it was to be
spent, or any followup audit on the manner in which it was expended.

Mr. STANTON. Are you aware of any time during the course of the
last 20 years when anybody in any of the-intelligence community has
been prosecuted for stealing?

M . STAATS. Do ou mean information?
Mr. STANTON. No, money.
Mr. STAATS. I am sure there must have been, but I cannot cite the

cases.
M 1r. STANTON. That is not a secret, is it?
Mr. KELLER. We have not really made any effort to find out.
Mr. TlEEN. Mir. Staats, I want to try to understand the limitations

on your auditing authority. I assume that you have audited the FBI
on occasion, that is, looked at the overall amount of money appropri-
ated for the FBI and attempted to account for how that money was
spent?

Mr. STAATS. We have cited here the problem that we have currently
with the FBI, but the FBI has not raised problems with us except for
the question of the need to have access to the individual investigative
files for verification purposes. Except for that one point we have had
good cooperation from the FBI.

Mr. TREEN. What I am trying to determine is this: A certain amount
of money Congress appropriates for the FBI, I assume, is in our
Justice Department appropriations. Of that certain amount for the
FBI, some is spent on the certificate of the Director. Those are the
areas that you have trouble with. But you can aggregate the amount
of money in a particular agency that is spent by that means, can you
not?

Mr. STAATS. The amount that is authorized to be spent in this manner
is known. There is no secret about the amount authorized to be
expended on the certificate of the Attorney General. We do not. how-
ever, have any authority to determine how much was spent for a
particular purpose.

Mr. TRE.EN. We could determine then, in a very simple arithmetic
process, how much we appropriate to each agency that may be ex-
pended on the certificate or warrant of the department head to get an
aggregate figure of 'how much money is spent without the necessity of
accounting for it.

Mr. STAATS. I think that is correct.
Mr. KELLER. I don't see any real problem with getting overall totals.

We have had no trouble with the FBI in so-called housekeeping
functions.

Mr. TREFN. I would like to see that as a starting point, how much
we appropriate to agencies with intelligence gathering activities that
are in the category of expendable on the warrant of the agency head
alone.

Mr. STAATS. There would be no problem in doing that, as long as
the funds are appropriated to the agency and can be identified.

With respect to the CIA you have a difficult situation because CIA
does not receive any appropriation directly from the Congress. it is
financed through other appropriations.
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Mr. TREEN. And we don't know then the sources of its funds? When
I say "we," the GAO does not know?

Mr. STAATS. The GAO does not know.
Mr. TR E N. Some could come from HEW, some could come from

Interior for the CIA and GAO would not know that, is that correct?
Mr. STAATS. I have to assume that the Appropriations Committee

knows, but I have no way of knowing what information is given to
them.

Mr. TREEN. Mr. Staats, on page 15 of your prepared statement you
refer to several factors that bear upon the question of how we can
most properly relate our audit responsibilities to the special char-
acteristics of the intelligence community. You say: "There are other
factors. however, and they are also entitled to be given due weight."
The last one you cite is " * * the indications of a potential for sig-
nificant contributions toward more efficient and effective management
of certain of the activities pursued by intelligence agencies." What
indications do you have of a potential for significant contributions
toward the moi-e efficient management of activities?

Mr1. STAATS. I would say that from our experience, any organization
of this general size and scope of operations is susceptible of making
imlrovelments in several different areas. I can say this without much
fear of contradiction. In addition, there certainly have been many
statements made, valid or not, to the effect that there is overlap and
failure of coordination within the entire intelligence community.
There have been many stories in the press to this effect.

Mr. 'REN.,. I was wondering whether you were alluding to these
allegations in the press and elsewhere or whether you yourself have
received specific indications that in the intelligence community there
are these potentials for savings. I recognize that in any outfit that
spends a lot of money you can say there is a potential for savings, but
you don't have any specific indications that in the intelligence com-
munity uniquely there are significant savings in efficiency, do you?

Mfr.'STAATS. No. We would not be able to be more specific ulltil we
have authority to review their operations.

M.%r.TRi. Than you, sir.
,Chairman PInE. Mr. Dellums.

Mr. DLLUMS. Thank you.
Mr. Stats, my first question goes to the question of legal authority.

In mv question I will use the term "illegal acts." What I have in mind
is such things as assassinations. warrantless wiretaps, burglary and
s5rreptitious entry and warfare iindeclared by Congress or unauthor-
ized by overt President action. My question is wIat is GAO's view of
the u1se of appropriated funds to commit illegal acts?

Tho second part of that question is: Is such a view in any way de-
pendent upon whether these funds are in a disclosed or undisclosed
category ?

Mr. STAATS. I don't believe that we would have any basis for as-
sliming that those acts have taken place.-

MNr. DELLMr.S. I am not asking for a judgment on whether they have
taken place, simply on the question as to hypothetical, illegal acts.

M% r. STAATS. I think the answer would be that if we had authority
to have access to information and records concerning the type of thing
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you are talking about, if indeed they took place, then we would be
able to make a determination.

Mr. D.LLums. You are not prepared at this point to render any
judgment on illegal acts simply as a hypothetical question in terms
of appropriated funds?

Mr. STAATS. It is a hypothetical question, I think you would agree.
Mr. DELLUMS. In your letter to Senator Proxmire of May 10, 1974,

on congressional oversight, page 8, third paragraph, you were dis-
cussing GAO reviews of CIA expenditures and you said,

No exceptions were taken to any expenditures; in those cases where question-
able payments came to our attention, we referred the matter to the CIA Comp-
troller's Office for corrective action. In using the term "questionable payments",
we meant any expenditures which, except for former section 10(a) of the act,
appeared to be improper or illegal either under law or under the decisions of
the Comptroller General.

My question is: Did -GAO bring any of these "questionable pay-
ments" to the attention of any Member of the House or the Senate or
any committee?

Mr. STAATS. Mr. Keller can answer that.
-Mr. KELLER. Except for some minor items I have no record of that

having been done; there is always a possibility our people who were
involved consulted with the Special intelligence Subcommittee but I
cannot vouch for that.

I have no record of it being brought to the Congress' attention.
Mr. I)ELLUIMS. Thank you.
Would you then provide this committee with specifics on what you

considered questionable payments?
Mr. STAATS. We can do that.
Mr. KELLER. We can try. We are talking about things which took

place a number of years ago. We may have a problem of availability
of records, but we will do the best we can.

Mr. I ELLU.S. I appreciate that.
Mr. Staats, when I raised the earlier question with respect to your

opinion of appropriated funds for illegal acts and we both tended to
agree at this particular moment since I am not trying to put you in a
position of making a value judgment. you did, however, in your defini-
tion of questionable accounts, even with your own statement in your
letter of May 10, 1974. allude to the question of the issue of improper
or illegal. So to some extent it would seem to me that it was not that
hypothetical in that you also came to the conclusion that certain fac-
tors, certain payments that you considered questionable were in the
category. in your own mind and in the minds of your staff, as improper
or illegal so when I raised the question of what is your view with
respect to illegal acts. I was assuming that you had some predisposi-
tion with respect to the use of appropriated funds for illegal acts.

Mfr. ST,%AT'. This would depend on the individual case.
We would have to examine the statutes involved in the particular

case. the language of the Appropriation Act, the Attorney General's
decisions and court decisions. Anything of this type would fall into
the category of what we talked al)out here.

MNr. DELLMS. Thank you.
M y next question is: Is there a difference in GAO's approach or

their response when they are operating under their own authority
as opposed to when they are acting on congressional request?
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Mr. STAATS. Not insofar as a determination of what is illegal or im-
proper, would be concerned. The procedure differs in the sense that,
if we are responding to a request, say, of the Armed Services Com-
mittee to look at a particular problem, we accept that request as what
their requirement is and we do not make a judgment of whether they
have a good basis for that request or not. We go ahead and try to
answer the question.

Second, when we make our report, it is addressed to the committee.
In any case where we initiate a report on our own we release it to the
press the day after its transmittal to Congress so it is a public matter.

Chairman PIKE. The time of the gentleman has expired. We have a
record vote on now. Would you be able to be back at 2 o'clock this
afternoon?

Mr. STAATS. Yes, sir.
Chairman PIKE. The committee will stand in recess until 2 o'clock,

at which time Mr. Murphy will be recognized. We will go through
the members one more time and then quit for the day.

We will ask you to supply for the record those things you were not
able to supply in open session.

[Vhereupon, at 12:22 p.m., the committee was recessed, to recon-
vene at 2 p.m., the same day.]

AFTERNOON SESSION

Chairman PiKE. The committee will come to order.
Mr. Murphy, you may inquire.
Mr. MuRu'y. Thank you very much.
Mr. Staats, maybe you have cove L'ed this before, but would you sup-

ply this committee with a copy of -the report that you prepared for
Senator Percy?

Mr. STAATS. I believe that we indicated this morning that it would
be available. There have been discussions on that question. I under-
stand it will be made available to this committee.

Mr. MURPHY. Mr. Staats, earlier today.you talked about vouchered
and unvouchered accounts. Would you give us in the terminology of
the GAO exactly what you mean by that?

Mr. STAATS. In budgetary terminology, vouchered funds carry a
description of the purpose for which they were spent, and the voucher
serves as an auditable document. An unvouchered fund is one which
is made solely on the certification of some officer who has authority
to make the certification; it does not-provide the same kind of audit
trail that exists when vouchered funds are spent.

Mr. MURPHY. How does that differ from, say, the CIA Director's
certification account?

Mr. STAATS. It is the same concept.
Chairman PIKE. Would you yield?
Mr. MURPHY. Yes.
Chairman PIKE. Do you actually see the certificates whereby the

Director of the CIA says he has spent this money?
Mr. STAATS. I don't think so.
Chairman PIKE. You take his word for it?
Mr. STAATS. The purpose of the bills-that have been introduced by

Senator Schweiker in the Senate and Congressman Eckhardt in the
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House would allow us to see the certification and to mpke a judgment
of whether or not the expenditure was for a confidential purpose, but
not to question it beyond that point. I believe that was the purpose of
the bills in both cases.

rThe bills referred to are H.R. 1513, introduced by Congressman
Eckhardt on January 16, 1975, and S. 1817, introduced by Senator
Schweiker on May 22,1975.]

Mr. MURPitY. Is the practice of certification in the CIA the same as
it is in the FBI for their Directors' accounts?

Mr. STAATS. Yes, I believe so, and in the other intelligence agencies
as well.

Mr. MURPHY. Does the IRS have a similar account?
Mr. KELLER. I believe they do.
Mr. STAATS. I believe that is correct; yes.
As a matter of fact, a great many agencies have small amounts which

are available to the head of the agency and are expended on his certi-
fication, which simply means that they'are spent on the-basis of his
judgment rather than on the basis. of complying strictly with all the
laws that otherwise relate to expenditure of appropriated funds.

-Mr. MURPHY. Could it be determined in an aggregate sum totaling
all these different intelligence-gathering agencies, what certificate ac-
counts for all these different intelligence-gathering agencies would
amount to?

Mr. STAATS. You could not do that for the Central Intelligence
Agency. It could be done with respect to other agencies where such
funds are carried on a limitation basis in the appropriations acts them-
selves. That could be done.

Mr. MURPHY. Would you have any knowledge, Mr. Staats, of any
World War II bombers being sold, transferred, or in some way ferried
out of this country to other countries through your accounting
procedure?

Mr. STAATS. Not that I know of; we would not have direct knowl-
edge of such transfers.

Mr. MuRPi-i. What happens to military equipment, say. from World
War II? I am talking specifically about bombers stored in Arizona,
B-26's? Who would keep track of these, the armed services?

Mr. STAATS. Yes, the armed services.
Mr. FITZGERALD. If I may interject, I think this midht run to a ques-

tion which would involve some work we have done which is of a classi-
fied nature.

While we would have some limited knowledge, yet the report I have
in mind is classified secret.

Mr. MURPHY. Without delving into the classification, would your
accounting procedures inform us if we were to follow an accounts
trail as far as weapons or airplanes were concerned? Could we find out
who received those?

Mr. FITZGERALD. I cannot comment specifically in response to that
question, on the basis of the report to which I just referred.

Mr. STAATS. I think we could give you some information as to who
has custody and accountability for security and disposition of those
aircraft.
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Mr. MuPHY. Could you follow us up to the step before this ac-
countability procedure would leave the country? Would your proce-
dures follow that far?

Mr. STAATS. If they are disposed of under a military sales agree-
ment, then I think that the information would be available.

Mr. MuRPHY. Could you give us information about some corpora-
tion, some domestic corporation, purchasing said equipment in the
United States, or would your accounting procedures stop with the pur-
chase by a private domestic corporation ?

Mr. STAATS. I believe they would stop at that point. I would have
to check on that to be sure; I would not want to be too categorical
about that.

Mr. MURPHY. Accountingly speaking, if you wanted to cover move-
ments of World War II equipment or any military equipment, your
procedures would go up to a private corporation sale, and the trail
would end there as far as you are concerned?

Mr. STAATS. I believe that is correct.
Mr. SHAFER. If the equipment is combat-effective military equip-

ment, unless there were some unusual terms of sale, the equipment
would have to be demilitarized before being sold to a private
corporation.

Mr. MURPHY. What do you mean by demilitarized?
Mr. SHAFER. By that I mean that aircraft would have been rendered

incapable of delivering ordnance, or a gun barrel would have been
rendered incapable of firing a shell.

On the other hand, if equipment is sold to another country under the
Foreign Military Sales Act as a piece of military equipment, or if
donated to another country under the military aid program, the
accountable records, if they have been properly kept, should be trace-
able and we should be able to follow it through.

But if equipment is sold to a private corporation as a demilitarized
item, our audit trail would be lost at the point of sale.

Mr. MuRPHY. Thank you.
Chairman PiKe. Mr. Kasten.
Mr. KASTEN. Mr. Staats, does the GAO have any knowledge of pres-

ent or former GAO employees who have subsequently worked or are
currently working for any fntelligence agency?

Mr. STAATS. "I do not know of any. I would want to make a very spe-
cific check before I would be completely certain of that. but I am not
aware of any. I think I am rather confident in saying there are none.

Mr. KASTEN. Have you ever looked into the problems of detailing
of the employees between intelligence agencies and other executive
branch departments?

Mr. STAATS. No, sir, we have not. Again, I think we would be up
against the barrier we talked about this morning in not having access
to that information.

Mr. KASTEN. How do youhandle the problem, for example,_of CTA
employees who are detailed to the Commerce Department or the De-
fense Department or OMB or other agencies when you conduct your
comprehensive audits?

Mr. STAATS. I do not know of any problems that have ever been pre-
sented in that form. I am not aware of how many such people are on
detail. We would not necessarily know. We would not ordinarily be
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dealing with an individual at that level. We would be dealing more
with the supervisory chain.

In general, if we were auditing Agriculture's grain program, for
example, we would assume thaL any such people were on their payroll
and accountable to Agriculture.

Mr. K&STEN. You would not know, for example, that someone was
receiving their check not from that particular department but in fact
was on the payroll of the CIAI

Mr. STAATS. We would have no way of knowing.
Mr. KAsTEN. In the process of conducting an audit, you don't go

back to see where they are being paid?
Mr. STAATS. If we were to go into agencies for that specific purpose,

I think we might be able to find out. In other words, if we were to
undertake a review as to all employees detailed from other agencies to
an agency such as Commerce, I think we could obtain that information.

Mr. KASTEN. For example, I believe it was the Drug Enforcement
Agency, there are 30 or 40 employees of the CIA who had been work-
ing in the drug enforcement area. If you were to conduct a compre-
hensive audit of the Drug Enforcement Agency and there were 30 or
40 employees of the CIA in that agency are you telling us you would
not know that they were working for the CIA?

Mr. KELLER. You may or may not know. There are many ways to
handle details. For example, the employee in question might appear
on the rolls of DEA; on the record he is a DEA employee, and yet the
CIA may be reimbursing DEA for his services in an entirely separate
transaction. If an employee is not on the rolls of the borrowing agency,
that would be pretty easy to pick up. If he is being paid by the borrow-
ing agency and the agency is being reimbursed, then it is a little harderto pick up . . ...

I am not saying it is impossible to do it. I agree with Mr. Staats. if
we made a special effort, I think we could find out or come pretty
close.

M r. STAATS. There are three possibilities. One might be that the
agency knows someone expert in a particular field and arranges to,
borrow him on a formal reimbursible basis from another agency. The
second would be that an individual transfers from one agency of the
Government to another. The third would be that an individual is
detailed informally, where. I suppose. it. could conceivably be done for
some ulterior reason: in this case, I do not know that we, or anyone else
perhaps. would be able to find%,)ut very much about it.

Mr. KASTEN. If someone were being paid from the Agriculture De-
partment, let's say. because that is the one we used before, and reim-
bursed from the CIA, your comprehensive audit would not show on
payroll records-that there was a reimbursement being made from the
CIA to the Agriculture Department which indirectly paid the salary
of that individual?

Let's say there was a secretary working for an Under Secretary of
Agriculture or working for another executive who in fact was an
employee of the CIA and workin, for the CIA, you would never find
that in your comprehensive audit?

Mr. STAATS. We could find it out unless perhaps. that individual was
paid for out of certified or unvouchered funds in the lending agency.
If he is there on a reimbursible or even a nonreimbursible basis, we
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could probably find that out if we had any reason to inquire. But, we
would not seek out such information on our own or as a routine matter.

Mr. KASTEN. Thank you, Mr. Chairman.
Chairman PIKE. Mr. Aspin.
Mr. AsPIN. No questions, thank you.
Chairman PIKE.. Mr. Milford?
Mr. MILFORD. Thank you, Mr. Chairman.
Mr. Staats, I am bothered by the dialog between you and the chair-

man and Mr. Giaimno concerning public revelation of the total amount
budgeted for our total intelligence activities. Isn't it a fact that most
of our intelligence agencies have a fairly constant year-to-year budget ?
For example, DIA. and NSA, ERDA and the FBI, their annual budg-
ets would not have wide variations from year to year. Wouldn't that
essentially be correct? They may have a steady climb for inflation, but
1 year it would not be real'high and the next year substantially differ-
ent, would it?

Mr. STAATS. That all depends on the agency. Different agencies have
different patterns. If you take a large agency like the entire Defense
Department what you are saying is quite true. It reflects inflation and
it reflects the manpower levels: those are the two principal ingredients
which have affected the total size of the defense budget.. But other
agencies have ups and downs. Take the Labor Department's manpower
programs for example; in time of recession they go way up in
expenditures.

Ir. MILFORD. I am speaking here of intelligence agencies only.
Mr. STAATS. I don't know what the pattern is with respect to intelli.

gene agencies as I have indicated this morning.
Mr. MILFORD. Here is what I am getting at: Isn't it also a fact that

some types of intelligence activities, particularly covert operations,
can be extremely expensive? Where one single operation may cost more
than the entire budget of other intelligence agencies, isn't it a fact that
there can be very wide variations in cost, there?

Mr. STAATS. I said this morning that I could not see a great problem
in publishing the total intelligence budget per se. Where I do think
you get into problems is tling to analyze trends and year-to-year
comparisons as to what makes up for the difference. If this were indeed
purely a matter of reflecting inflation from year to year, that would
be one thing, but there may well be variations which could be fairly
dramatic.

I would not retract what I said this'morning: with respect to the
gross figure for the whole intelligence function I cannot see that as a
problem, as such. But if you were to try to develop trends since World
War II and to analyze changes from year to year, or if you tried to do
this for a 5-year period, and if you'tried to go behind those figures
and to examine what those programs were--I don't believe that is what
the chairman is talking about.

At least that is not what I am talking about.
Mr. MILFORD. That is not what I am talking about either. I am talk-

ing about publishing now annual figures of our own intelligence
budgets.

I am trying to establish the fact that with the agencies covered by
that budget some of the intelligence activities that occurred there are
extremely expensive. I mentioned specifically covert operations and



45

that the cost of these operations can vary dramatically from year to
year. I have a fear here that if the total is known, that this is what our
intelligence budget is and compared again at a later time, that one
could extract from that knowledge and attribute it to particular oper-
ations. I am worried about that being damaging to the Nation.

Mr. STAATS. I would have great difficulty seeing any real problem
-there, so long as you did not have a requirement that you have a de-
tailed analysis as to why that budget went up or down.

Mr. MIIoJD. The other factor that bothers me a little if we do go
public with the total figure, then it must be made public throughout
the congressional process, the authorization hearings and again in the
appropriations process, floor amendment processes and what have you,
and that in the interim between authorization and appropriations in-
telligence situations can change dramatically to where the figures may
need to be altered.

Mr. STAATS. I am very familiar with the arguments against publish-
ing a gross figure. They run something like this: once you have a gross
figure, then you want to go behind that figure, once there is a total
figure, then there is no basis for stopping short of breaking it down by
each intelligence element. That can be controlled if there is a will to
control it.

But the people who argue against using the gross figure say that you
should not start anywhere, because once you start, it is difficult to stop.

Mr. MILFORD. Thank you, Mr. Chairman.
Chairman PiKE. Mr. Johnson.
Mr. JOHNSON. Thank you, Mr. Chairman. There has been some ex-

pressed trepidation about the GAO to make audits and then keep
secrets. I thought we ought to pursue this a little bit because I am sure
the question will be raised at a later time.

You do make audits of the NSA, correct?
Mr. STAATS. Yes. On a very limited basis so far.
Mr. JOHNsoN. Only in financial matters to NSA, but you are in the

process of expanding that I
Mr. STAATS. Yes.
Mr. JOHNSON. You make audits of the ERDA, Treasury, and the

Defense Department?
Mr 1'. STAATS. Yes.
Mr. JojiNSON. And of the State Department in some intelligence

areasI
Mr. STAATS. That is right except for the Bureau of Intelligence and

Research.
Mr. JoiiNsoN. You deal with very highly sensitive matters in some

of these audits, do you not?
Mr. STAATS. KanV of them are highly classified.
Mr. JOHNSON. Do you know what tley have beyond top secret and Q

clearances for this?
I understand you will have people who will have top secret and a Q

clearance and they do not qualify to examine somebody's books be-
cause somebody decides they are not qualified enough?

Mr. STAArs. Each intelligence agency has its own special security
clearance and need-to-know requirements. The Q clearance or top
secret clearance does not necessarily gare you access to intelligenceinformation.
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Mr. JoiNsoN. Are there any particular types of investigations that
they make of an individual's background beyond top secret and Q?

Mr. STAATS. They make a very detailed background check. It is ex-
pensive and very time consuming.

Mr. JOHNSON. When you are able to deal with these sensitive mat-
ters, these highly classified matters with some agencies, is there any
reason to assume that you could not deal with highly classified matters
in the intelligence field

Mr. STAATS. No, sir. I see no reason why we could not do so. There
are more problems in handling such information but I do not see that
as a barrier.

Mr. Jo.Nsox. Who can see the NSA audits outside the GAO I What
do vou-do with those?

Mf r. SHAFER. We are told that there are only six staff members in the
entire Congress who are cleared to receive thie security data from the
National Security Agency.

Mr. JoH.O;so. Who are those individuals?
Mr. SHAFER. I can give you their names.
Mr. JoHNSON.. You are talking about Members of Congress or staff

members.
Mr. SHAFER. Staff members.
Mr. JoHNso.. Iow about the Members of Congress?
Mr. SHAFER. As far as I know, the Members of Congress are en-

titled to receive such information on a need-to-know basis. I have
never had occasion to furnish Members of Congress with this type of
data.

Mr. JoH.soN. Who decides who has the need to know?
Mr. SHAFER. The Director of the National Security Agency, by

statute, has a special authority to determine who should receive this
type of data.

Mr. JoHNsoN. So we have turned it over to him to decide whether
or not he should tell us what he is doing.

Mr. SIHAFER. In effect, that is the way it works; yes, sir.
Mr. McCLoRy. Excuse my interruption.
I want to be sure we have the name of the witness who is answering.
Mr. STAATS. This is Mr. Fred Shafer, head of the GAO Logistics and

Comnmnications Division.
Mr. JOHNSONq. What would be the procedure to be followed if you

found out in an NSA audit that the NSA had somehow violated'the
law. there had been a clear violation of the law and its charter?

What would then be your procedure?
Mr1'. STAATS. I am not sure we could do anything more than raise

questions as to whether there is an adequate basis for the expenditure.
The question might be whether or not the expenditure is in con-

for-nitv with NSA's own internal regulations.
Mr. 'JonsoNT. I do not know anything more about the CIA than

what I read in the paper, but let's assume that NSA is involved in
assassination plots and they are hiring people to kill others. You would
discover that in the course of your audit. W, hat would then be your
procedure?

Would you classify it and keep it secret or would you report it to
somebody in the Congress or what would happen?



47

Mr. KELLER. We have not actually had a case like that, but I would
visualize that we would notify the head of the agency of what had
happened and second we would notify the appropriate committees on
tie 1Hill, at least Appropriations and probably Armed Services.

Mr. JOHNSoN. Thank you.
Chairman PIKE. Mr. H a es.
Mr. HAYES. Thank you, Mr. Chairman.
Mr. Staats, I previously asked about whether or not you had knowl-

edge of the methodology of transfers of funds. You indicated that we
should perhaps ask Mr. Lynn Insofar as it would be an OMB function.
During the time you were with the Bureau of the Budget and particu-
larly that time between 1947 and 1953, did you have occasion to know
of the methods by which the Bureau of the Budget, the predecessor
to OMB, transferred interagency moneys to the CIA?

Mr. STAATS. Yes, I did. Whether that is the same procedure that
applies today, I could not say.

Mr. HAYES. Could you explain what that procedure was during that
time?

Mr. STAATS. In general terms, yes.
It was a matter of transferring from the appropriation accounts

within which the funds were made available by the Congress to the
account for the CIA. This was done after consultation with the Direc-
tor of Central Intelligence, and with the President's approval.

Mr. HAYES. Can you explain to the members of the committee the
consultation process?

For example, what would the Bureau of the Budget demand by
way of consultation from the agency head, say, for example, the CIA
or any intelligence agency with which you might be familiar I

Mr. STAATS. The agency head had to make his case. Of course, he had
to make his case even before the budget was presented to the Congress.
Sometimes adjustments made by the Congress in the totals had to be
taken into account. In the interval between the time the budget was
submitted and until the time the approl)riation was made, develop-
ments might take place that would require a change.

Mr. HAYFs. At any time did the head of the Department discuss
needs for funds for uses which might be contrary to the U.S. Criminal
Code?

Mr. STAATS. We had no occasion to go into that.
Those- kinds of activities, if indeed they existed, would have been

conducted under unvouchered funds in any event. We would have no
more right there than we do in GAO to go behind the unvouchered
f nds.

Mf'. 1-LrTAs. Would it be fair to say that the agency head during the
consultation process would say we have need for funds for the follow-
ing line items and present you with a line item account and then say
we also have need for our unvouchered accounts in the following
stuns? Is that a fair description?

F. STATS. 'No. There was no breakdown between vouchered and
unvouchered funds: that is a matter of internal administration. The
funds would not he line-itemed. They would be broken down into
broad categories such as collection, dissemination, analysis, and
research.
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Mr. HATES. Were there ever any questions on the part of the Bureau-
of the Budget which would further penetrate those broad
categorizations?

Mr. STAATS. I am recalling from memory from a good many years
ago. In some cases we did require a detailed justification and support.
I would say in most cases that was the case.

Mr. HAYES. So those reports are extinctI Are there records we
could see?

Mr. STAATS. As to whether current records are available, you would
have to ask Mr. Lynn. I would doubt very much if records of that time
are still in existence. This goes back a long way.

Mr. HAY-1ER. From your experience with the GAO can you relate
to the committee any knowledge that you have of history of audits
since 1921 of various Sections?

For example, the famous Code and Decipher Solution Section which
was dissolved in 1929. Did GAO conduct an audit from the time of
its founding in 1921 to 1929 for that section?

Mr. STAATS. Mr. Keller might be able to answer better than I. He
has been in GAO longer.

Mr. KELL.R. I was not with the office there in 1929 but perhaps I can
explain this. From 1921 when the GAO was established until-about
World War II, the GAO looked at vouchers. In other words, it was
pretty much of an eyeshade operation which really didn't get behind
the vouchers to the substance of what was going on. I cannot speak to
your question. I guess that if we look at it, we were not really aware
what it was.

Mr. HAYEA. So that those records then would really not be of much
use to us in terms of looking at techniques of classifications?

Mr. KELLER. No. My guess is that those records are probably no
longer in existence. Most records of the Government are subject to a
disposal program.

I think that they probably would have been disposed of by this time.
[r. HAYES. Thank you.

Chairman PrKE,. Mr. Lehman.
Mr. LEHM[A.,;. Thank you, Mr. Chairman.
I may be duplicating some of the other questions but I want to get

it. clear* in my own mind. Outside of the intelligence community, for
instance, on page 2 you st-ate, "We have not pressed for reviews of
intelligence operations on our own initiative." Outside of the intelli-
gence coirmittee you do regular annual periodic audits on your own
initiative?

Mr. STAA'RS. We. do audits on our own initiative. In some cases they
are periodicannual. or otherwise.

For the most part, we enter into these audits or reviews in certain
areas because we think funds can be saved or improvements made in
operations, or because we think the Congress will have an interest.
There is a variety of reasons. We have a planned work program with
respect to all activities of the Government. outside of the intelligence
area; we go in on our own initiative to look at ceitan programs to see
if there were ways to improve them.

Mr. LrEAN. In the intelligence community you have not pressed
for these regular types of audit as you state here. On the following
page you say, "The problem is the 'need to know' requirements." Is
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that one of the reasons that you do not go into those kinds of operations.
on your own initiative more

Mr. STAATS. I think that we have to be very frank about this. I
would like to underscore this point for the benefit of the whole com-
mittee. We have felt that the access problem was so great and the.
restrictions placed on the use of information such that we decided to
put our resources elsewhere, where we could get greater return for the
Government. That would not necessarily be the case if our legal
authority were different. We could make a different judgment.

Mr. LEHMAN. That gives us an option at this end if we can strengthen
your legal authority to the point where you could redeploy these 400
CPA's to get the kind of accountability from the intelligence commu-
nity that you now get from other agencies of the Government. If we
could give you the authority, you could move in that direction.

Mr. STAATS. We could certainly do more than we are doing today.
Mr. LFHMAN. My reaction to your statement, maybe I am reading it

wrong, but it seems to me that a great deal of it was indicative of a
great deal of frustration your office has with the intelligence com-
munity in doing the kind of auditing job you are used to doing with
other agencies of the Government. Is that an understatement?

Mr. STAATS. You are interpreting it correctly.
Mr. LEHMAN. I have the permission to quote John Moss who said

when he heard I was on this committee that he characterized the CIA
as an open spigot without accountability. From what I have learned
today I guess I would be inclined to agree with him.

Thank you very much. I yield back the balance of my time.
Chairman PiKE. Mr. Field?
Mr. FIELD. Thank you, Mr. Chairman.
Mr. Staats, there are a number of things which if GAO would supply

to us over a period of time it would be a tremendous help to us in pre-
paring ou.r report. The first thing I would be interested in would be if
you could identify some of the specific statutory changes that would
be needed in order for GAO to be able to properly carry out what you
would consider to be a thorough audit of the intelligence community.
Second, some estimate of the manpower requirements that GAO
would need to do this.

The second area which we could use help on, and I don't know
whether you may be able to answer or if you have standards and pro-
cedures on this, is defining what is the intelligence community as far
as the budget is concerned. We all talk about these agencies. There are
problems such as an Army base or an Air Force base where maybe 25
percent of the personnel are devoted full-time to an intelligence func-
tion, but nevertheless the base would not exist except to support the 25
percent.

How do you handle that in terms of dividing up"an intelligence and
nonintelligence budget?

For example, the submarine assigned to an intelligence mission-
only a few people are actually intelligence personnel and maybe only
a few pieces of -equipment are owned by the intelligence agency. How
would you treat that if you were to audit it?

There are things like an FBI agent doing background checks on
people applying for Federal jobs. Is he collecting intelligence or not,
according to your purposes of the budget? We are trying to use the
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budget to define for oversight purposes what is the intelligence com-
inunity. Do you have that now or could you develop them for us?

Mr. STAATS. We would be happy to supply answers to the best of our
ability on all of those questions you have raised.

Mr. FIELD. The final point would be whether you could recommend
a clearance and perhaps some physical security procedures which GAO
could institute on its own so that it would have sufficient confidentiality
and ability to handle classified information that it could on its own
be able to have its own procedures, would not be relying upon the
executive branch to give the clearances and be able to assure the execu-
tive branch that the procedures we have on the congressional side, the
legislative side, are as good as theirs and would make a strong
argument.

Perhaps if you could again recommend the way you would go about
developing these clearances and the security procedures, and perhaps
again we could use them in the Congress as well. We would appreciate
that.

Mr. STAATS. That one is much more difficult but we will try.
Mi'. FIELD. The final point I just wanted to clarify is that we will

request audits that you have conducted of the intelligence agencies and
we would appreciate copies of those in the near future.

.Mr. STAATS. Yes, sir.
[Mr. Staats' November 10, 1975, reply to Chairman Pike, in response

to Mr. Field's request is printed on pages 519 to 527 of the appendix.]
Chairman PIKE. Mr. Staats, you and your staff have been most co-

operative, candid, and constructive. We thank you.
The committee will stand in recess until 10 o'clock tomorrow

morning.
Mr. DELLTu.MS. May I ask a question of the Chair prior to

adjouiment?
Chairman PrIKE. Yes.
Mr. DELL3 S. 'Mr. Staats very eloquently stated the problem of

access to highly classified information or cryptic information in terms
of the GAO being able to adequately do an auditing job. It seems to
me that we as members of this committee and our staff are caught in
the same situation. As you recall when we drafted our security pro-
visions we had taken as a policy position that our staff would not have
to go through clearances of intelligence agencies.

Chairman PIKE. You are talking about our committee staff, not our
personal staff.

Mr. DELLUMNS. And they would not have to sign papers from those
agencies. If the GAO has extraordinary difficulty in obtaining cryptic
information, do you think we will be able to win this fight with the
intelligence community with respect to our ability to authorize staff
to have access to cryptic information? If we do not have it we will
be just as impotent as the GAO.

Chairman PIKE. This is going to come as a great shock to you, fr.
Dellums, but let me say we have won that fight. That fight is over. The
committee will stand in recess until 10 o'clock tomorrow morning.

Thank you.
[Whereupon, at 2:40 p.m.. the committee adjourned to reconvene

at 10 a.m., Friday, August 1, 1975.]
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Part 1: Intelligence Costs and Fiscal Procedures

FRIDAY, AUGUST 1, 1975

HOUSE OF REPRESENTATIVES,
SELECT ComxiIrrEE ON IITE.LIGENCE)

Washington, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 2118,

Rayburn House Office Building, the Honorable Otis G. Pike [chair-
man], presiding.

. Present: Representatives Pike, Giaimo, Stanton, Dellums, Murphy,
Aspin, Milford, Hayes, Lehman, McClory, Treen, Johnson, and
Kasten.

Also present: A. Searle Field, staff director; Aeron B. Donner; gen-
eral counsel; John L. Boos, counsel; Jeffrey R. Whieldon, counsel;
Roger Carroll, Jacqueline Hess, and Charles Mattox, investigators. -

Chairman PIKE. The committee will come to order.
I would ask the cameras to remove themselves from this particular

spot at this particular time.
This morning our witness is Mr. James T. Lynn, the Director of

the Office of M anagement and Budget.

STATEMENT OF JAMES T. LYNN, DIRECTOR, OFFICE OF MANAGE-
MENT AND BUDGET, ACCOMPANIED BY PAUL O'NEILL, DEPUTY
DIRECTOR, OMB, AND DONALD OGILVIE, ASSOCIATE DIRECTOR
FOR NATIONAL SECURITY AND INTERNATIONAL AFFAIRS

Chairman PIKE. Mr. Lynn, I want to thank you first of all for hav-
ing provided your statement in advance. I have had an opportunity
to look at your statement. It is a relatively lengthy statement.

It seems to me that we might expedite our processes quite a lot if
we put your statement, which all of tie Members have, in the record
and proceed directly to questioning on that statement.

What would you think of that idea?
Mr. LYNN. I have very mixed emotions with regard to it, Mr. Chair-

man.
Chairman PIKE. I will bet you have.
Mr. LYNN. Because on the one hand I certainly wish to expedite the

work of this committee as much as possible and therefore anything
we can do to serve your interests best we want to do. On th. other
hand, I must say that I think that a geiferal understanding of our
role and then fitting it into the application to the intelligence com-
munity is important.

(51)
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If I might suggest a reasonable compromise in this regard that
-should take a very short period of time, why don't I have the state-
ment before me, read in part, skip in part and hold it down to a rel-
ativelv short period?

Chairman PIKE. Do you suppose if we did that we could finish the
reading of your statement in half an hour?

Mr. LYN-,. I think so.
Chairman PIKE. Mr. McClory?
Mfr. 2MCCLORY. It is true that we have had the statement before us

and have had an opportunity to examine it. Our principal interest
is with respect to the intelligence community beginning on page 8.
It might be that you could omit the preliminaries and begin on that
page and even end on page 12 as far as I am concerned.

Chairman PIKE. Mr. McClory, I want to thank you once again for
th excellent biT)artisan cooperation we are getting in this committee.

Don't you think that is reasonable?
Mr. LYNNx. I have a feeling I am getting very strong signals from

the dais. Mr. Chairman.
Chairman PIKE. Mr. Lynn, very frankly, we started late with these

hearings. We are doing our best to keep them, moving. I think that
your statement is replete with substance but the substance is of no
particular pertinency to the activities of this committee. Therefore,
why don't we do it the way [r. MeClory suggested, you start on page
8 of your statement and wind up somewhere around page 12.

If you would like to summarize the beginning of it and then start
reading at page 8, that will he all right.

Mr. LYN. I think that I can say this about the first part: Since
our process in budget review is so much the same between any agency
and the intelligence, community, it was useful to describe our function
first as a matter of generality as to how we did it.

I think what we learned from the first eight pages is that it is a
rather detailed structure. It is a structure that has been used for some
time and there is no magic about it. It is one that is known as far
as the procedure is concerned to most people who are interested. With
that, and in the same interest that you have expressed with regard
to saving time, but with an understandina that this part of the state-
ment will be, the first part will he considered well-

Chairman PIKE. The entire statement without objection will be
placed in the record at this point.

STATEMENT OF JAMES T. LYNN, DIRECTOR OF THE OFFICE OF MANAGEMENT AND
BUDGET

Mr. Chairman and Members, I am pleased to be with you today to discuss the
role of the Office of Management and Budget. I propose to discuss, first, our
general role and then focus specifically on our relations with the Intelligence
Comiin nity.

OMB's general role is comprised of three major functions:
Fir, t, we overee and manage the preparation of the Federal budget.
Second, we work with the agencies to improve the operations of the Executive

Branch.
Finally, we coordinate legislative proposals offered by the Administration and

the development of Executive Branch views on legislation pending before the
,Committees of the Congress.



53

OMB BUDGET ROLE

There are four major phases in the budget process:
(1) Executive formulation.
(2) Congressional enactment.
(3) Budget execution.
(4) Post audit.
OMB's principal role in the budget process is assisting in executive formulation

(step 1 above) and budget execution (step 3 above).
Congressional enactment is, of course, the responsibility of the Legislative

Branch, although I testify as appropriate. The post audit phase is handled by
the General Accounting Office as well as internal audit groups within the various
Government departments and agencies.

PREPARATION AND EXECUTION OF THE FEDERAL BUDGET

The President's transmittal of his budget proposals to the Congress in January
or February each year climaxes many months of planning and analysis throughout
the Executive Branch.

PRELIMINARY STEPS

0MB staff, in cooperation with staff of the Treasury Department and the
Council of Economic Adv'isers, keel) under continuous review the relationships
between Government finances and the economy generally. This review includes
study of recent conditions, as well as the future outlook. Consideration is given to
tentative assumptions on the economic environment, projections of revenue
expected under these assumptions, and the aggregate range of Government
spending levels.

In the late spring, the Office of Management and Budget conducts the Spring
Planning Review. Staff prepares estimates indicating a probable range of spend-
ing for each of the major programs and agencies for the forthcoming budget.
In preparing estimates we draw upon our knowledge of agency programs, agency
estimates for particular programs, program evaluation materials and informal
discussions with responsible agency budget and planning personnel. We also
develop information to relate program objectives to resources requirements.

Paul O'Neill and I then review the fiscal and economic situation, the spending
outlook, and the individual program, budget, and management issues posed in
the agency presentations. I then discuss our findings %vith the President, and
seek his decisions on planning guidance for each agency and department so that
they may reshape their plans and prepare their budgets accordingly. In fact, only
a few days ago the planning guidance letters for the FY 1977 budget were sent
,out.

COMPILATION AND SUBMISSION OF AGENCY BUDGET ESTIMATES

I)uring the next several months agencies revise their program plans in accord-
ance with assigned planing ceilings and program guidance received, and decide

1upon the budget requests they wish to make for the upcoming budget. They
compile schedules and supporting information in accordance with the instructions
prescribed by the Office of Management and Buidget (Circular No. A-11).

Agency budget submissions are due in the Office of Management and Budget
beginning in September. The submission covers all accounts in which money is
available for obligation or expenditure, whether or not any action by Congress
is required

REVIEW OF AGENCY ESTIMATES IN THE OFFICE OF MANAGEMENT AND BUDGET

When the estimates are received in the Office of Management and Budget,
-they are referred to the examiners assigned to the programs involved. All the
knowledge the examiners possess about the agency-whether based on long-run
analyses, field investigations, special studies, or conferences held with agency
officials-is brought to bear on the estimates at this time. The examiners must
be thoroughly familiar with the President's budget policy and previous Congres-
sional action, as well as with the programs of the agency and their relationship to
.activities of other agencies.
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The examiners give considerable attention to the bases for the individual
estimates: the volume of work on hand and forecast; the methods by which the
agency proposes to accomplish its objectives; the costs of accomplishments; and
the estimates of requirements in terms of supplies, equipment, facilities, and
-numbers of people required. They review past performance, check the accuracy
of factual information presented, and consider the future implications of the
program. They identify program, budget and-management issues of major im-
portance to be raised for discussion with agency representatives at hearings. The
hearings, held in October and November, may last only a few hours for a small
agency, but often run into weeks for a large department.

After the hearings are completed, the examiners prepare their summary of the
issues and their recommendations for my review. This so-called "Director's
Review" provides an opportunity for me and my principal assistants to obtain
an understanding of the agency's program and budget requests, an analysis of
the significant issues involved, the relationship of the agency requests to the
planning ceiling set for the agency as a result of the Spring Planning Review,
and recommendations as to budget allowances.

BUDGET DECISIONS BY THE PRESIDENT

Because of the scope and complexity of the budget, I and my principal assist-
ants meet frequently with the President to present major issues for his decision
as portions of the Office of Management and Budget reviews are completed during
October, November, and December. As soon as the 'resident makes his decisions,
OMB notifies each agency head of the amounts which will be recommended to
Congress for his agency's programs for the ensuring fiscal year. After any appeals
by the agency head to the President have been settled, OMB completes the final
preparation and printing of the President's Budge; for submission to Congress.

BUDGET EXECUTION

The Anti-Deficiency Act requires that the Director of the Office of Manage-
ment and Budget apportion, with a few exceptions, appropriations and funds made
available to the Executive Branch. This consists of dividing the total available
funds into specific amounts available for portions of the fiscal year or for particular
projects or activities. It is a violation of law (31 U.S.C. 665) for an agency to
incur obligations or make expenditures in excess of the amounts apportioned.

The objective of the apportionment system is to assure the effective and orderly
use of available funds and to reduce the need for supplemental appropriations.
It is, of course, necessary to insure flexibility if circumstances change.

Changes in laws or other factors may indicate the need for additional funds,
and supplemental requests may have to be transmitted to the Congress. On the
other hand, reserves may be established under the Anti-Deficiency Act to provide
for contingencies or to effect savings made possible by or through changes in
requirements or greater efficiency of operations. Amounts may also be withheld
for policy or other reasons, but only under specific procedures established by the
Congressional Budget and Impoundment Control Act.

Progress on the budget program is reviewed throughout the fiscal year at
successive levels, both in the agency and the Office of Management and Budget.
Periodic reports on the status of apportionments are supplemented by more
specialized reports which relate accomplishments to cost. Shifts in the agency
budget plans are frequently required to meet changing conditions-to finance
unforeseen circumstances or to provide savings where the workload is less than
was estimated or where increased efficiency permits accomplishments at less cost
than was anticipated.

PREPARING THE INTELLIGENCE COMMUNITY BUDGET

I have spent some time providing the general backdrop of OMB's process of
preparing the President's Budget because the OMB role and process of preparing
the intelligence budget is essentially the same as that with respect to the budget
of any other Executive Branch department or agency. Let me cite a few examples
of this particularly as it relates to the 1976 budget process for intelligence.

1. The principal U.S. foreign intelligence activities are examined by a single
unit in OMB contained within OMB's National Security Division and reporting
to OMB's Associate Director, Mr. Donald G. Ogilvie, who is responsible for
national security and international affairs. Under Mr. Ogilvie, this unit, consisting
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bf a branch chief and five professional examiners, reviews the budgets of the
Central Intelligence Agency, the Defense Intelligence Agency, the National
Security Agency, and those intelligence activities of the Army, Navy, and Air
Force that bear most directly on U.S. intelligence capabilities.

By way of a footnote, I should state that they do not examine the domestic
information gathering of the FBI or other non-foreign intelligence-related activi-
ties. They also do not examine most of the military or force-related intelligence
activities of the Military Departments that are intended for wartime support to
military forces during operations. These activities are the responsibility of other
branches of OMB.

2. The intelligence programs are examined in the same context and in the same
time frame as are all other Executive Branch activities. The current and projected
,economic situation is considered; pertinent Presidential guidance on intelligence
is taken into account; and the effectiveness of the programs is analyzed.

3. During the 1976 budget formulation process the Director and Deputy
Director held in-depth sessions with the Associate director and the staff on all
these activities. Intelligence activities and programs were evaluated in June of
last year, major policy and program issues were identified, and alternative long-
range program plans were discussed. Guidance in the form of a planning target
for the Intelligence Community's budget submission was provided to the Director
of Central Intelligence and the Secretary of Defense in July of last year. We
follow the same basic procedure each year.

4. After the budgets were submitted in October aifd reviewed by the OMB
staff, the Director and Deputy Director reviewed the total Intelligence Com-
munity budget in December. Then two meetings were held to review the issues
with the President who made the final decisions.

5. A final allowance letter was sent by the Director of OMB to the Director of
Central Intelligence and the Secretary of Defense informing them of the funds
included in the President's budget for the Intelligence Community.

DIFFERENCES IN BUDGET PREPARATION WITH RESPECT TO INTELLIGENCE

The only differences between OMB's role in the preparation of Intelligence
Community budgets and those o? other agencies result from the sensitive classifi-
cation of the Intelligence Community budgets and the fact that part of the
Intelligence Community budget is subject to joint review by the OMB and the
Secretary of Defense.

Because most intelligence budget information is sensitive and classified, it is
not specifically identified in the President's Budget. This is a legitimate area for
review, but it cannot be clearer that:

1. The Director of Central Intelligence, who by statute is responsible for pro-
tecting intelligence sources and methods, has determined that most of the budget
information is classified, and

2. The Congress has consistently supported the view this classification of intel-
ligence budget information is appropriate, most recently in a Senate vote of
June 1974.

Mr. Colby can provide more detail on this matter.
As a result of the classification of most intelligence budget information, OMB,

both in its relationship with the intelligence agencies and in its relationship with
the Congress, has taken measures to protect this information, while ensuring that
the Congress has the requisite information so that it can perform its constitutional
role in reviewing the budgets of the agencies and in authorizing and appropriating
funds for these activities. For example, the Director of OMB has by long-standing
practice sent letters to the Chairmen of the Appropriations Committees identify-
ing the amount of funds the President is requesting for the Central Intelligence
Agency. These Chairmen annually have responded in a classified letter to the
Director of OMB indicating Congressional action on this request.

I should emphasize that the classification of intelligence budget information
does not mean that Congress is uninformed about the cost, purposes, results, and
effectiveness of U.S. intelligence activities. The Director of Central Intelligence
testifies annually on the Intelligence Community budget before both the special
oversight subcommittees of the Armed Services and Appropriations Committees.
The Assistant Secretary of Defense for Intelligence, the Director of the National
Security Agency, the Director of the Defense Intelligence Agency, and repre-
•sentatives of the Army, Navy, and Air Force also testify on their budget requests
-for intelligence.
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The second difference in OMB's examination of intelligence activities in com-
parison to most other nonintelligence activities is related to the OMB joint review
with the Department of Defense. For those intelligence activities of the Defense
agencies-Defense Intelligence Agency and National Security Agency-and of
the Military Departments, OMB participates in a joint review of the budget
requests with the Office of the Secretary of Defense.

Let me briefly describe this process. OMB is a formal participant in the joint
budget review and plays an informal role throughout the entire Defense program
and budget cycle. An outline of the program and budget review calendar is as
follows:

January.-The five year Defense plan is updated by the Defense Comptroller
staff to reflect decisions made in the just completed budget review.

February.-The Secretary issues Planning and Programming Guidance, includ-
ing fiscal levels, to the Services for preparation of the next five year plan. These
planning levels have historically been higher than those identified in the Presi-
dent's Budget. While OMB has no formal role at this stage, there may be input
from the OMB I)irector to the Secretary regarding appropriate fiscal levels.

March-May.-Based on the Planning andProgramming Guidance, each Service
submits a Program Objectives Memorandum which proposes a five year force
structure and resource plan.

May-August.-The Program Objectives Memoraada are reviewed by the Office
of the Secretary of Defense staff, principally the Program Analysis and Evaluation
staff with inputs from other components of the Office of the Secretary of Defense.
The culmination of the reviews are Program Decision Memoranda issued-by the
Secretary to the Services which provide both programmatic and fiscal modifica-
tions to the Program Objectives Memoranda. The focus of the May-August
review is the whole five year period, and the emphasis is on forces, deployments
and operating rates. In general, OMB monitors the process and may introduce
or critique issues. OMB staff studies may be reviewed by Defense staff at this
time and may form a basis for Program Objectives Memorandum issues as well
as budget issues at this stage of the process. The historical OMB role has been
to maintain an informal presence, reserving a formal role until later when the
OMB Director and the President are personally involved.

September.-The Services prepare a budget submission based on Program De-
cision Memoranda guidance.

October-December (The Joint Budget Review).-The Services submit budgets
for "joint" review by the Office of the Secretary of Defense and OMB staff. The
joint review is unique to Defense, involving OMB staff working jointly with the
DOD staff in reviewing the Service estimates for the Secretary. The furetion of
the joint review is to (a) price out decisions reached during the preceding Program
Objectives Memorandum review; (b) allow the Secretary to reconsider decisions
made in Program Objectives Memorandum cycle; (c) introduce new program
issues. OMB program issues are formally introduced at this stage of the review
process. The decisions made by the Secretary of Defense in the joint review form
the final budget submission to OMB.

This basic joint review procedure is adhered to with respect to Defense intel-
ligence activities. It culminates, of course, in the final decisions by the President.

DIFFERENCES IN BUDGET EXECUTION WITH RESPECT TO INTELLIGENCE

There are also some differences in the budget execution phase that, while notunique to intelligence activities, I wish to call to your attention.
First, it is normal practice for OMB to apportion funds based on the appro-

priation structure that is presented and approved by Congress. Since most in-
telli gence activities are included in larger appropriations within the budget,
OMB does not take an apportionment action specifically ideNtifiable to intelligence
activities. Nonetheless, all intelligefiCe funds are reviewed by OMB prior to
apportionment of the larger appropriation within which they are included.

One exception to this is the Central Intelligence Agency where OMB apportions
all funds for this agency as a separate entity.

Second, reprogramming is handled somewhat differently. For a typical agency
or department, reprogramming controls are bwsed on line item identification in
appropriations. Such identification is absent from most of the intelligence ap-
propriations because of security considerations. I believe, however, that in spite
of this difference, significant changes in the use of funds do not occur without our
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knowledge. In the various reviews in which OMB staff participates throughout.
the year, the intelligence agencies do report on significant changes in their activi-
ties and the financial changes to the President's budget.

Finally, some transfers are made into certain intelligence activities under pro-
visions of the Economy Act (31 USC 686). This Act permits purchase of supplies
and service by one agency for another when it is more economical to do so. These
transfers are not formally approved by OMB. Again, there is no lack of OMB or,
for that matter, Congressional knowledge of these transfers which are reflected
in both budget submissions to OMB and budget justification material provided
to the Congress.

These distinctions in OMB practices with respect to execution do not, I believe,
materially affect the way OMB approaches its responsibilities or the way the
intelligence agencies carry out their responsibilities. I do not believe that -the
types of problems that are being investigated would have been prevented by
changes in the way OMB has approached its responsibilities in execution of the
Intelligence Community budget. In the final analysis, abuses of authority can beL revented only by ensuring the integrity and capability of the people in the
intelligence Community.

On the other hand, it is certainly possible that some revisions in Intelligence
Community budget execution may be appropriate. For this reason, I have directed
that the OMB staff review the presen- practices, the options available for changes
in these practices, and the advantages and disadvantages of these alternative
approaches.

0MB MANAGEMENT ROLE

OMB's second major function is to work with Federal agencies in efforts toward
better management.

This responsibility is carried out by assisting the Federal departments and
agencies in the development of new management systems, such as management
by objectives and studies of major policy issues and management problem areas.

OMB monitors the management by objectives program with which you may be
familiar. In this program, the objectives of the agencies and departments pro-
posed in discussion with the OMB staff are actively monitored to ensure that
important agency and Presidential objectives ore being accomplished.

These functions are applied to the Intelligence Community in the same way as
the other Federal agencies and departments. OMB staff participate in numerous
studies and special reviews of intelligence activities. Director Colby has played
an active role in the management-by-objectives process.

OMB LEGISLATIVE COORDINATION

The final role of the Office of Management and Budget is to coordinate the
Administration position on legislation. On behalf of the President, OMB works
with other elements of the Executive Office of the President and with the agencies
to carry out the President's legislative responsibilities, including agency pro-
posals, reports, testimony on pending legislation, and enrolled bills.

The legislative coordination function has several purposes:
It provides a mechanism for staffing out agency legislative proposals which

the President may wish to include in his legislative program.
It helps the Executive agencies develop draft bills which are consistent with and

which carry out the President's policy objectives.
It is a means of keeping Congress informed (through the "advice" transmitted

by the agencies) of the relationship of bills to the President's program.
It provides a mechanism for assuring that Congress gets coordinated and

informative agency views on legislation which it has under consideration.
It assures that bills submitted to Congress by one Executive agency properly

take into account the interests and concerns of other affected agencies and will
therefore have the general support of such agencies.

It provides a means to reconcile divergent agency views.
OMB's legislative coordination function with repect to legislation affecting

intelligence activities is no different from that performed in any other area of
Federal Government activity. For example, during the last year, OMB in con-
junction with other elements of the Executive Office of the President and appro-
priate agencies has:

1. Coordinated the Executive Branch position on bills affecting the tenure of
the Director of Central Intelligence and annuities under CIA's retirement plan.
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2. Reviewed draft Department of Defense legislation affecting personnel in the
Defense Intelligence Agency and the National Security Agency; and
1 3. Initiated the legislative clearance process with respect to proposed legislation
-on the protection of intelligence sources and methods.

CONCLUSIONS

That is a brief overview of our role and the ways in which we work with the
Intelligence Community. At this time I will be pleased to answer your questions.

Mr. LYNN. Preparing the intelligence community budget: The OMB
role and process in preparing the intelligence budget is essentially the
same as that with respect to the budget of any other executive branch
department or agency. Let me cite a few examples of this particularly
as it relates to the 1976 budget process for intelligence.

1. The principal U.S. foreign intelligence activities are examined
by a single unit in OMB contained within OMB's National Security
Division and reporting to OMB's Associate Director, Mr. Donald G.
Ogilvie, who is responsible for national security and international af-
fairs. Under Mr. Ogilvie, this unit, consisting of a branch chief and
five professional examiners, reviews the budgets of the Central Intelli-
gence Agency, the Defense Intelligence Agency, the National Security
Agency, and those intellegence activities of the Army, Navy,
and Air Force that bear most directly on U.S. intelligence capabilities.

By way of a footnote, I should state that they do not examine the
domestic information-gathering-of the FBI or other non-foreign intel-
ligence-related activities. They also do not examine most of the
military or force-related intelligence activities of the military depart-
ments that are intended for wartime support to militarT forces during
operations. These activities are the responsibility of other branches of
OMB.

2. The intelligence programs are examined in the same context and
in the same time frame as are all other executive branch activities.
The current and projected economic situation is considered; pertinent
Presidential guidance on intelligence is taken into account; and the
effectiveness of the programs is analyzed.

3. During the 1976 budget formulation process, the Director and
Deputy Director held in-depth sessions with the Associate Director and
the staff on all these activities. The current and projected economic
situation is considered; pertinent Presidential guidance on intelligence
is taken into account; and the effectiveness of the programs is analyzed.

4. During the 1976 budget formulation process, the Director and
Deputy Director held in-depth sessions with the Associate Director and
the staff on all these activities. Intelligence activities and programs
were evaluated in June of last year, major policy and program issues
were identified, and alternative long-range program plans were dis-
cussed. Guidance in the form of a planning target for the intelligence
community's budget submission was provided to the Director of Cen-
tral Intelligence and the Secretary of Defense in July of last year. We
follow the same basic procedure each year.

5. After the budgets were submitted in October and reviewed by the
OMB staff, the Director and Deputy Director reviewed the total in-
telligence community budget in December. Then two meetings were
held to review the issues with the President who made the final
decisions.
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6. A final allowance letter was sent by the Director of OMB to the
Director of Central Intelligence and the Secretary of Defense inform-
ing them of the funds included in the President's budget for the intelli-
gence community.

DIFFERENCE IN BUDGET PREPARATION WITH RESPECT TO INTELLIGENCE

The only differences between OMB's role in the preparation of intel-
ligence community budgets and those of other agencies result from the
sensitive classification of the intelligence community budgets and the
fact that part of the intelligence communitybudget is subject to joint
review by the OMB and the Secretary of Defense.

Because most intelligence budget information is sensitive and classi-
fied. it is not specifically identified in the President's budget.

This is a legitimate area for review, but it cannot be clearer that:
1. T1he Director of Central Intelligence, who by statute is responsi-

ble for protecting intelligences sources and methods, has determined
that most of the budget information is classified, and

2. The Congress has consistently supported the view that this classi-
fication of intelligence budget information is appropriate, most
recently in a Senate vote of June 1974.

Mr. Colby can provide more detail on this matter.
As a result of the classification of most intelligence budget informa-

tion, OMB, both in its relationship with the intelligence agencies and
in its relationship with the Congress, has taken measures to protect
this information, while insuring that the Congress has the requisite
information so that it can perform its constitutional role in reviewing
the budgets of the agencies and in authorizing and appropriating funds
for these activities.

For example, the Director of OMB has by long-standing practice
sent letters to the chairmen of the Appropriations Committees identi-
f ying the amount of funds the President is requesting for the Central
Intelligence Agency.

These chairmen annually have responded in a classified letter to the
Director of OMB indicating congressional action on this request.

I should emphasize that the classification of intelligence budget in-
formation does not mean that Congress is uninformed about the cost,
purposes, results, and effectiveness of U.S. intelligence activities. The
Director of Central Intelligence testifies annually on the Intelligence
Community budget before both the special oversight subcommittees
of the Armed Services and Appropriations Committees.

The Assistant Secretary of Defense for Intelligence, the Director of
the National Security Agency, the Director of the Defense Intelli-
gence Agency, and representatives of the Army, Navy, and Air Force
also testify on their budget requests for intelligence.

The second difference mnOMB's examination of intelligence activi-
ties in comparison to most other nonintelligence activities is related
to the OMB joint review with the Department of Defense. For those
intelligence activities of the defense agencies-Defense Intelligence
Agency and National Security Agency-and of the military depart-
ments, OMB participates in a joint review of the Budget requests
with the Office of the Secretary of Defense.
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Chairman PKE. Mr. Lynn, I think that would be a very appropri-
ate place to stop because from there on you are once again getting into
a rather generalized discussion of the process.

Mr. LYNN. I would say, sir, that I would urge your reading of the
difference in the defense process carefully.

I would also say that the last number of pages of this, at least to
page 19 where we WdCome more general again, I believe, are specifically
related to the intelligence community, but if you do not want it read,
we won't read it.

Chairman PIKE. Which particular pages?
Mr. LYNN. I am thinking of page 16 beginning in the middle of

the page.
Chairman PIKE. Let's skip over to page 16 in the middle of the

page and read 16 and 17.
Mr. LYNN. Up to the top of page 19.
Chairman PIKE. Mr. Lynn, it is not that we don't like to hear you

read the statement, it is just that most of us have seen it and are
capable of reading it. We would like to get into the questioning.

You start reading at page 16.
Mr. LYN-. Mr. Chairm an, if you don't want me to read it, I won't.

It is as simple as that.
Chairman PIKE. No, sir. I don't want the Office of Management and

Budget to feel they have been precluded from reading something they
really wanted to read. Go ahead.

Mr. LYNN. Differences in Budget Execution with Respect to
Intelligence.

There are also some differences in the budget execution phase that,
while not unique to intelligence activities, I wish to call to your
attention.

First, it is normal practice for OMB to apportion funds based! on
the appropriation structure that is presented and approved by Con-
gress. Since most intelligence activities are included in larger' appro-
priations within the budget, OMB does not take an apportionment
action specifically indentifiable to intelligence activities. Nonetheless,
all intelligence funds are reviewed by 0MB prior to apportionment
of the larger appropriation within which they are included.

One exception to this is the Central Intelligence Agency where
OMB apportions all funds for this agency as a separate entity.

Second, reprograming is handled somewhat differently. For a typi-
cal agency or department, reprograming controls are based on line
item identification in appropriations. Such identification is absent
from most of the intelligence appropriations because of security con-
siderations. I believe, however, that in spite of this difference, signifi-

cant changes in the use of funds do not occur without our knowledge.
In the various reviews in which 0MB staff participates throughout
the year, the intelligence agencies do report on significant changes in
their activities andthe financial changes to the President's budget.

Finally, some transfers are made into certain intelligence activities
under provisions of the Economy Act. This act permits purchase of
supplies and service by one agency for another when it is more eco-

nomical to do so. These transfers are not formally approved by 0MB.
Again, there is no lack of OMB or, for that matter, congressional
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knowledge of these transfers whi -h are reflected in both budget sub-
missions to OMB and budget justification material provided to the
Congress.

These distinctions in OMB practices with respect to execution
do not, I believe, materially affect the way 0MB approaches its
responsibilities or the way the intelligence agencies carry out their
responsibilities.

I do not believe that the types of problems that are being investi-
gated would have been prevented by changes in the way OMB has
approached its responsibilities in execution of the intelligence coin-
niunity budget. In the final analysis abuses of authority can be pre-
vented only by insuring the integrity and capability of 'the people of
the intelligence community.

On the other hand, it is certainly possible that some revisions in
intelligence community budget execution may be appropriate. For
this reason, I have directed that the OMB staff review the present
practices, the options available for changes in these practices, and the
advantages and disadvantages of these alternative approaches.

I believe that will give the highlights of it. Mr. Chairman. I do not
believe we even approached anything near 30 minutes.

Chairman PIKE. You did fine, Mr. Lynm.
Mr. LYNN. Thank you.
Chairman PIIE. Mr. Lynn, in preparing figures on what it costs

America for her intelligence-gathering activities, how do you define
intelliience-gathering activities?

Mr. Lyxx. I am not quite certain I understand your question, Mr.
(Chairman.

Chairman 1brK:. Well, before we can talk about what it costs us
to gather intelligence we have to know what we are talking about.
There has to be a definition of what is to e included in and what is
to be excluded from the cost of intelligence-gathering activities. How
(o you establish tile parameters? How do you define intelligence-
gath'ering activities in order to determine the cost?

Mr. LYXN. I would say that as a matter of overall budget review
anl effort has been made to identify various functions performed that
we believe are in the category of intelligence and then having identi-
fied those and their having been brought to us in a systematic way with
the coordination of the Director of Central Intelligence, we consider
those specific functions.

Now if you want a description of specific functions that are done
in the intelligence community and discussion as to whether such func-
tions to be considered in this budget or some other budget-

Clairman Iiim. liat is precisely what I am talking about.
Mlr. LYx-,-. I lhelieve that is the kind of thing, Mr. Chairman. I

would have to say respectfully would take a closed session. 'i here is
no way we can get into specific functions that are performed without
l)eing able to classify the material.

Chairman Imi.:. I am not asking for a specific function performed.
I am asking you how you define that which you include as a cost of
getting intelligence. Certainly the definition is not classified.

Mr. Oqvix.w. Mr. Chairman. I do not believe that it is possible in
open session, without going into specific examples of what we include
in the intelligence area of the budget, to fully answer your question.
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We can give you some rough general ideas.
Chairman PIKE. Well, give me a rough general idea about a situa-

tion where a ship goes off on an intelligence-gathering mission.
I am not asking for specifics but how do you define what part of

the cost of that operation will be called intelligence gathering?
Mr. LYr. I think that what you do is take area by area of activity

and look at it and ask logically is its main theme intelligence or is It
really so incidental to intelligence that it ought to be categorized some-
thing else.

Chairman PIKE. Do you make that determination, Mr. Lynn?
Mr. LywN. No; we do not make this determination alone.
Chairman PIKE. Who makes that determination ?
Mr. LYNN. That determination is made by two different groups essen-

tially, one is the Congress of the United States in its own appropria-
tion and oversight process.

Chairman PIKE. There is no way the Congress of the United States
makes that determination because the Congress of the United States
by and large does not know.

You talk about a letter which you send to the chairman of the Ap-
propriations Committee. I don't see that letter.

Mr. GTATMO. I have been on the Appropriations Committee since
1963, and I am on the Defense Subcommittee which deals with the in-
telligence community. I have never seen the letter. Up until last year,
I was never even privy to the briefings of the intelligence community.
Your statement that the Appropriations Committee has performed
oversight is just not so. Limiting it to certain Members of Congress
makes a big difference.

Mr. LYNx. I agree. By your own rules in the Congress, by your own
decision in the Congress, it has been decided-

Chairman PIKE. It has been decided that a handful of men will have
this authority.

Mr. GIAIMO. It is not Congress who is informed. It is a certain few
Members.

Mr. LYNNr. I stand corrected. You are absolutely right. Mr. Giaimo.
Chairman PIKE. We have established that it is not Congress that

makes this determination. Who is it?
Mr. LYNN. Certainly the Members of the Congress who by its own

decisions have been made privy to these budgets are involved in that;
because if they had strong objections as to what is included or is not,
I am sure that the various heads of the agencies would be told about it,
and so would we. Now in the executive branch of the Government, of
course, we will make recommendations in this regard. I believe that the
Director of Central Intelligence will also make recommendations in
this regard as will the other agencies involved. Then ultimately, I
think, the decision would rest with the President, if there is a disagree-
ment amongst us or if we all agree, but, I think, there is an important
decision that should be made at a Presidential level. 

Chairman PIEr,. I would ask my timekeeper if my time is up. I
missed the signal.

Mr. McClory.
Mr. MeCrlony. I want to commend you on your statement, Mr. Lwnn,

Also, I would observe with respect to this sulieetthat if von did under-
take to deliver a letter to all the Members of Congress I am confident
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that it would be a violation of the trust that we repose in you with re-
spect to the secrecy which surrounds intelligence activities. I would
not want to suggest that you have been derelict in not issuing such a
letter to all the Members or publicizing it. On the other hand, I would
like to ask if it is not possible under executive session or under an as-
surance of confidentiality that this committee can receive these letters
that have been delivered under the rules or practices that have been
established by committee of the Congress.Sr. L,.Nx. Mr. MlcClor, let me give you my overall attitude. Wewant to help this committee, in every way we can. Our own concern

with respect to this matter is the matter of classification of sensitive
material. In answer to your question, I believe that under the appro-
priate security arrangements, as you suggest in closed session, that this
information should be given to you. Now as to who ought to give cer-
tain kinds of information as between Director Colby and us, that is a
different matter, and is subject to the general way we do business with
agencies. Certainly as far as giving information of this kind, you are
deeply, by nature of jurisdiction and the things that you have to look
into, entitled to information of this kind.

Mr. McCLoRy. Have you supplied similar information to the Rocke-
feller Commission and to the Church committee?

Mr. LYN. I will have to ask.
Mr. OOnA'IE. The Church committee is being provided with that in-

formation, but it is being provided by Director Colby, not by OMB.
Mr. MCCLORY. What about the money left over? The funds'that are

employed by CIA and other intelligence agencies are sort of secreted
or transferred around. They are in various budgets. What happens to
the money that is left over? Does that come back to the Treasury or do
you get information about that I

Mr. OoTvi. We do have information about that; yes, sir.
Mr. McCrLony. You say on page 17 that you apportion the funds of

the Central Intelligence Agency and you include that as a separate
entity so that CIA funds are different from other intelligence agency
funds insofar as your practices are concerned.

Mr. OoLVIE. The difference, Mr. McClory. is in the apportionment
process, not in the funds themselves, because intelligence funds are
included in larger appropriation categories than the amount of the
funds themselves. They are, because of the way OMB apportions
funds, apportioned according to the appropriation-of which they are a
part. In the case of CIA, we specifically identify those funds and
apportion them separately.

Mr. McCLORY. In making up the overall budget are you informed
with respect to the specific projects which enter into the overall
budget?

Mr. TLaN. I think the answer to that is that on major matters that
involve large expenditures, I would say that the intelligence comd-
munity brings them to our attention and upon our inquiry brings them
to our attention. So, I would say we have some knowledge of some
projects. We have no knowledge of others. Let me put that in context.

The same thing is true of other departments and agencies. If you
take a look at the S. & E. account of HIUD, it is a very broad account.
It is the one for employees and so on.
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I did not have OMB ask me specifically what I was doing with par-
ticular people as to what way they were going to approach this. that
or the other thing. On major projects, OMB would ask me. From
what I have been advised, not having been through this cycle myself
from the position of OMB Director except for the spring review, it is
much the same with the CIA.

Mr. McCrx)RY. My time is up.
Chairman PxiK. Mr. Giaino.
Mr. GIArO. Mr. Director, it is a pleasure to see you again and to

have this opportunity to talk with you. It is a far cry from the days
when you and I sat across the table when you were the Secretary of
HUD. This is a whole new ball game insofar as both of us are con-
cerned. Let me say at the outset that I for one, and I am not new to
briefings in this area as I stated earlier, I am terribly concerned over
the inadequacy of congressional oversight and also equally concerned
over what I suspect to be the inadequacy of the executive branch over-
sight of the intelligence community.

In your statement on page 13 you said, "I should emphasize that
the classification of intelligence budget information does not mean
that Congress is uninformed"; you then comment on how the various
committees of the Congress, the oversight committees and appropriat-
ing committees, are apprised.

I think we made clear the distinction that must be made. It is not
Congress that gets this information; it is certain Members of Con-
gress. That is one of the problems of the present inquiry, for Con-
gress to change its ways.

Let's consider the executive branch. You are a key area of the
executive branch, but do you see in depth all of the budget of the in-
telligence community ?

Mr. LYN N. Do I personally?
Mr. GIIro. 0MB.
Mr. LYNN. We have a little definitional problem at the outset but

in preparation for these hearings I went through some of the ma-
terials that are supplied to us. I must admit in the spring review, for
example, I was quite surprised at the depth.

Mr. GIAm13f. Is that the first time you went through them?
MNr. LYNN. Yes, because I am a new Director of OMB. In the spring

review I went through a number of the materials. It is in substantial
depth. When I use that expression, I want to express some caution
because as was the case with HUD, you have large items for personnel,
for example, and just like with every other agency, OMB does not go
into what each and every person or subgroup of people do within
the agency.

Mr. GIA131o. 1 While OMB may not know the particulars of the
S. & E. account or some other account at HUD, the difference is that
all you have to do is pick up the telephone and ask for the figures. I
am sure that 0MB, being what it is, will get them.

Mr. LYN-.-. And Mr. Giaimo, the relationship, as far as I have been
able to see is between OMB and the intelligence community, is that
OMB can do precisely the same thing with the intelligence community.

Mr. GIATMO. Would they furnish you with budget items of accounts
in areas where admitted *wrongdoings have already taken place?
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Mir. LYNN. We are talking about human beings.
Mr.. GiAi~o. No, we are not. We are talking about governmental

agencies.
Mr. LYNN. There is always an opportunity for a person in and out

of the Government to fabricate or be less than totally forthcoming.
I hope that is not a relationship between these agencies and OMB.

Mr. GIAIMo. If you were to telephone the intelligence community
asking for detailed budgets on former paramilitary secret wars, would
the information be furnished to you?

Mr. LYNN. Let me make my answer again apart from any particular
kind of activity, whether engaged in or not engaged in. That would be
that I have no reason to believe that if we asked specific questions we
would not get an answer. Let me go on and say that it might be that
in some given theoretical instance that the Director of Central Intelli-
gence might feel it is so sensitive that he would want to go to the Presi-
dent of the United States with regard to it or make me do that but I
am not aware of any such circumstances ever having happened.

Mr. GrATMO. Isn't it so that under the law thDe-Director of Central
Intelligence has expenditures which are exempt from the usual
scrutiny of OMB and that the mere certification of those expenditures
by the Secretary of Defense, for example, is sufficient?

Mr. LYXN. I am not aware of any, sir.
Mr. OGILVIE. He does have the authority to obligate funds for which

his certificate is sufficient voucher for audit purposes; nonetheless
OMB reviews all of the funds in the CIA budget.

Mr. GIAINo. Would he provide whatever OMB were to request?
Mr. OGILVIE. I can think of no instance where we have not gotten

the information.
Mr. Gimio. You are not answering the question.
Mr. LY.N-N. We can only give you what the experience has been.
Mr. Ogilvie, who has been there longer than I have is saying he can-

not recall any instance where we have asked for information from the
Agency that they have not given us a substantive answer with regard
to it.

Chairman PIKE. Mr. Stanton.
Mr. STANTON. Thank you, Mr. Chairman.
Mr. Lynn, I would like to welcome you again as an old friend.
Mr. LYN.N. It is good to be here, Mr. Stanton.
Mr. STANTON. Are you satisfied, Mr. Lynn. with the oversight per-

formance of the administration over the intelligence community?
Mr. LYN-N -. I 'don't know, Mr. Stanton. We have the President's

Commission on the CIA, which has now reported. There also has been,
of course, substantial news with regard to the CIA. Your committee
and the Senate are looking at it. What I have done within my own area
of responsibility has directed my people to take a hard look at this
whole area with us and come to our own conclusions because I do
believe that in light of the things that have been said and that I have
read about and have h~gfrd by way of allegations in some cases we all
better take a hard look as to whether or not we are carrying out our
oversight responsibilities within our own sphere of jurisdiction in the
right way.
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Mr. STANTON. Do you feel the GAO should play a role as an inde-
pendent arm of the Government in the accounting and auditing pro-
cedures of the intelligence community, particularly the CIA?

Mr. LYNN. I must say I really have not given that a lot of thought.
As you know, the GAO is an arm of the Congress. I can say that we
do-

Mr. STANTON. It is an independent arm. Go ahead.
Mr. LYNN. As I pointed out in the first 21 pages of my statement, we

do not engage in auditing generally in 0MB. On the other hand, even
GAO does not audit every book and record of every department. They
do it on sampling.

Mr. STANTON. We have the testimony of the Comptroller General
that as far as the CIA is concerned, since 1962 he has been able to do
nothing in terms of any type of auditing. Do you think that that
shouldbe allowed to continue?

- Mr. LYNN-. I just don't know, Mr. Stanton. I will say to you that
looking at the statutes thtt have been passed in this area with respect
to trying to give proper respect on the one hand to the need for classi-
fication of sensitive documents and on the other hand a natural desire
to have outside points of checking, I think we have a balancing act
to do. I want to think about it some.

I must admit I have not given that a lot of thought.
Mr. STANTON. I would deeply appreciate your thoughts on it if you

want to submit something later on.
You said to Mr, Giaimo you felt there was substantial depth to the

procedures by which you examine the records of the intelligence com-
munity. Would you b'e able, to take a hypothetical situation, to assure
the American public that they got value for their dollar in the invest-
ment of a contract that was executed bv the CIA to a particular com.
pany without competitive bid, such as the Glomar Explorer? In other
words, would you know of any procedure that was established to
assure that there was not some kind of deal between the company that
executed that contract and the people in the CIA or did the CIA submit
to 0MB procedures by which they showed and justified the value of
that contract?

Mr. Lyx. Let me try to answer the question broadly. Whatever the
hynothetical situation you referred to, let's take any large project.

Mr. STANTON. That is a large one.
Mr. LYNx. As I said, I would just as soon not get into one way or

the other any discussion-
Mr. STAN TONX. When was the first time you heard of the Glomar E x-

plorer contract?
Mr. LY-N. I think to get into the specifics of whether or not there is

or is not ,iny such arrangement takes us into a classified area, as to
'which I will have no comment.

Mr. STANTON. Mr. Colby released testimony on that. So you cannot
have it both ways.

I would like you to answer the question in regard to the initial in-
astnce. When did vo, first hear of the Glomar contract?
Mr. LYNN. I would prefer to answer your question by alluding to

any, large project.
Mr. STAxTON. Fine.
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Mr. iY.NN. From what anybody has seen in the newspapers if there
were arrangements of this kind it was a large project. But let's talk
about large projects of any kind. OMB will look at a large project. It
will necessarily come to its attention, particularly if the project in-
volves major items of hardware.

I would assume-and Don Ogilvie can fill in further on this-that
one of the things we will look at is whether or not the particular project
is being acquired in the most economical way for the benefit of the
taxpayer. That is a role that OMB traditionally prepares. Is there a
cheaper r way of doing something that should be done?

Is that fair, Don?
Mr. OGILVIE. I think that is correct, yes.
Mr. STANTON. How would you make that value?
Chairman PIKE. The time of the gentleman from Ohio has expired.
Mr. Treen.
Mr. TREEN. I have just one question, Mr. Lynn. In the budget process

what persons are involved in classifying information?
Mr. LY.N. In classifying material or doing work that involves

classified material?
Mr. TREEN. Classifying information as security information-in

other words, not to be made public. What person is involved in that
process?

In your budget process who attaches the labels to information, docu-
ments, et cetera, that come to your attention and that you utilize in the
budget process?

Mr. OGILVIE. Mr. Treen, there are within the executive branch some
published regulations with regard to who is able to classify informa-
tion, what individuals and what specific agencies. I simply do not know
all of the agencies involved on that list at this point or all the indi-
viduals but I can give you some idea of the level of people within the
Office of Management and Budget that perform the classification func-
tion if that would be useful to you.

Mr. TRrEEN. I would like to know that, and I would like to know
whether OMB simply accepts a classification from an agency.

Mr. OaILvrE. All right. Within 0MB the people within the National
Security and International Affairs section, of which I am the head.
permitted to classify information are myself and the three major
division chiefs who directly report to me. Certain other individuals
within OMB, in addition 'to the four of us, also are authorized to
classify information under the prescribed criteria if they have work
with classified information such as the ERDA. and other areas that
are classified.

The Director is able to classify it, the Deputy Director is able to
classify it and a number of other individuals.

Mr. TREEN. Or to declassify it, presumably. If on your level a deci-
sion is made to classify then the Director, or Deputy Director, can
declassify, right?

Mr. OGMvnE. Yes.
Mr. LYNN. Except I would like to add that under Executive order

a particular'agency who has the operational responsibility, and that
agency's head-say, Mr. Colby in CIA-has the primary responsibility
to put the lines around information that should be classified.
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Our function is more or less an interpretive function as to what is
within those general guidelines to carry out within our own shop what
his overall determination has been. As you know, that authority stems
basically from statutes.

So we have to mechanically perform a function on our own material
that we are working on within our own shop. The general guidance
as to the categories of things that have to be classified comes from the
people delegated that authority under the Executive order.

Mr. TREEN. I am trying to determine whether OMB has any impact
on the classification process.

If I understand you correctly. If when you receive material it is
classified by an agency, you don't reverse that, nor do you take unclas-
sified material and stamp it classified in the OMB, correct?

Mr. OGILVIE. We do originate some classification ourselves.
Mr. TREENT. Do you have written criteria for that within OMB?
Mr. OoILVIE. I believe they are written; yes, sir. Let me also point

out that whenever we classify a document within OMB if it is not
someone else's document, if it is something we originated, the name
of the individual who classifies that document is written on a special
stamp on the front page which says this document has been classified
at a certain level of classification,'by Donald Ogilvie in this case, and
then sets out the procedures for declassifying it according to a pre-
scribed set of schedules.

Mr. TREEN. You have written documents that set forth this classi-
fication procedure?

Mr. OGmviE. Yes.
M r. TRE E. How many levels of classification do you have?
Al'. OGILVIE. Confidential, secret, and top secret are the standard

classification levels.
Mr. TREE.N. Thank you.
Chairman PIKE. Mr. Dellums.
MiK. DLLu~s. Thank you, Mr. Chairman. Mr. Lynn, can you tell

me first what security classification you hold?
Secondly, what procedures did you go throu-gh and when did you go

through those procedures in order to obtain your security clearance?
Mr. LYN.-. I know that I hold the classifications through top secret.

In connection with the budget activities which, as I say gets into sub-
stantial detail, I was asked to sign additional documents that made
me aware of the particularly sensitive nature of the materials and what
my oblig-rations were under the law with respect to those materials.

T believe I signed four such documents.--
Frankly, I think it was a useful procedure. The documents did not

say anything more than I would expect to do as a person in my job.
'Mr. DEr, u3rs. When did you go through those procedures?
Mr. LY-N. Before I had iny first briefings with respect to the intel-

ligence connunity. That was some weeks or a month beforehand, I
don't remember which.

Mr. DEU.u1s. Is it a fact that of the six or so employees assigned to
the Intelligence Community Branch that three are former CIA agents
and at least two have at least 10 years' service?

Mr. LYNN. I believe that is true, sir.
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Mr. DELLumS. Do you feel that would in any way affect the objec-
tivity of those persons dealing with the CIA and especially other
intelligence agencies?

Mr. LYN.N. I would certainly hope it would not, sir.
I believe you have to look at each person for his or her own ability,

imagination, drive, and ability to-do a job. I certainly would think
that knowledge acquired over a period of years, assum g it is put to
work properly, is extremely useful. I feel that way not only about the
intelligence community, but also a number of other economic and social
areas. That doesn't mean we should have everybody coming from a
given industry or group like the CIA. And there is room for general-
ists or I would not be sitting here this morning; but on the other hand,
to say that a person cannot serve because lie has had prior experience
with a particular agency, I don't think that is right. I might point out
that the man on my right, the Depty at OMB, had his start in the
systems business at the Veterans' Administration. I don't think I would
want to disqualify Paul O'Neill from looking at Veterans' Adminis-
tration matters.

Mr. DELLU31S. I can understand that with respect to Veterans' mat-
ters. However, the highly sensitive nature of the information with
respect to the function of intelligence community certainly raises some
critical and serious questions with respect to objectivity of those per-
sons overseeing the function. As a lay person, representative I am sure
of millions of people in this country, my first question would be where
are the priorities in terms of loyalty, io OMB or to the agency that
trained them for 10 years, recruited them? How do you handle that
issue?

I know you are talking about fine persons but what procedures do
you use to build in objectivity and at what point do you evaluate
whether or not that particular person or those particular persons are
being subjective or that their preliminary loyalties are to the company
rather than to OMB and to its overall function that you have?

Mr. LYN.N-. You do as exhaustive a job as you can in the recruitment
process and you continuously look at a person's judgment on various
matters to see where loyalties are.

I don't limit that to the CIA. When I was in the Commerce Depart-
ment and had people that came from the business side, I would always
look at it the same way. I will say my general experience in the 62
years that I have beenin this town is that although there may be ex-
ceptions-and there are always excel)tions-the general thing I find is
that when people come from a given sector, they are kind of like
Caesar's wife, if anything. To show they don't have any bins, they will
lean over the other way. That is not always so, blt if you count
majorities, that is what'I have found generally.

Mr. DELLUMS. Mr. Lynn, in your position with OMB, have you had
an opportunity to look at the instances of CIA-former CIA employ-
ees working in any other agencies, and do you have any particular idea
with respect to the numbers?

Mr. LYN-. I have not taken a personal look at any of that, sir.
Mr. OGwLVIE. If I could add to that, sir; for all agencies and depart-

ments 0MB reviews the numbers of people on detail to any oneagency,
and we treat the CIA no differently in that regard.
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Chairman PIKE. The time of the gentleman has expired.
Mr. Murphy.
Mr. Murixpiy. Thank you, Mr. Chairman.
Mr. Lynn, under the functions of 0MB, one of the official functions

includes the following:
To keep the President Informed of the progress of activities by agencies of

Government with respect to work proposed, work actually Initiated, and work
completed.

From that general description of the functions of OMB and your
duty to inform the President of activities proposed, activities actually
initiated, and activities completed, would it be safe to assume then
that in intelligence activities of a major undertaking such as the
Cuban invasion, the President of the United States would be aware
of whatever activity is proposed of that magnitude?

M1r. LYNN. Again , just using this as a base in your question for
size of activity, and again drawing on my experience as a layman-
because I was not even with the Government at that time and was
reading about those descriptions in the paper-whoever organized all
of this. I would think the President of the United States would be
aware of activities of that kind.

Mr. Munpey. Would he be informed of a transfer of ownership or
control of a number, a large number, of former World War II war-
planes to a private domestic corporation for transfer or sale to an
outside country or corporation?

Mr. LYN N. I don't know, sir.
Don, can you be of any help on that?
I just don't know.
Mr. OGILVIE. Are you referring to some specific event that occurred?
Mr. MURPHY. I am referring to a sale of aircraft, 25 or 26 World

War II bombers.
Mr. LYNN. If there were such a thing, would the President know?
Mr. MUrPHY. Would the President know of a transfer of that

magnitude?
Mr. OoILvIE. Let me see if I can answer this way, Mr. Murphy. The

DOD has an official program to dispose of surplus military hardware.
That is a routine function that goes on all the time. Some aircraft
and other military vehicles are routinely sold or disposed of within
this country. I believe, although I am not sure of this, that foreign
countries are also eligible if they receive the proper permission to
acquire that type of materials, also. Whether the President would be
specifically aware of each and ever', sale, I don't think it would be
fair to say he would be of each and" every sale.

Mr. Miwp rn. Would he be aware of a transfer from any other
department to CIA?

Mr. OGIL IE. It is hard to take a hypothetical example and say he
was or was not aware. He certainly could be aware, and there are
details, records kept of all transfers and sales.

Mr. MURPHY. One of your functions is to keep lhim advised of inter-
agency activities?

Mr. OGILVIE. That is correct.
Mr. MURPHty. My 5 minutes is fleeting, but what is the total amount

spent in all intelligence agencies?
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I don't think that should be classified since it would not involve
details. I am looking for a lump sum figure.

Mr. LYNN. I wondered how long it was going to take to have that
question raised. I would refer to the sections of the law that very
carefully provide for a method so that that figure or any figures on
these budgets are kept classified and are kept secret. There are
statutes passed by the Congress to prevent that kind of thing from
becoming a public figure.

While I do believe it is a very legitimate inquiry area-for this
committee to consider and make recommendations as to how much,
if any, of that budget information should be made public, I do not
believe that I can in public session give those figures.

Mr. MURPHY. Not even the total?
Mr. LYNN. No, sir. I believe first of all that I would be violating

the laws of the United States to do so.
I believe the intent of Congress on the whole is pretty clear from

the statutes that have been passed. Now, again in closed session with
appropriate security arrangements, we want to be as cooperative as
can be. I think with the directions given by these statutes and with
the laws that I am even told by counsel may involve criminal violation
on my part, I don't believe I can do that in open session.

Chairman PIKE. Mr. Murphy, your time has expired.
I am going to come slightly to your rescue here if I may interject,

Mr. Lynn. We do have in the committee certain overall numbers
which have been provided to the committee. You are certainly entitled
to see them. The reason I started off my own questioning the way I
did as to how these things are defined is because I frankly- find the
numbers, no matter how closely classified, designed as much to conceal
as they are to reveal-not out of bad motivation. but just because
nobody really knows what is included in and what is included out.

You can include all kinds of things in, and you can include all
kinds of things out. We have some numbers. rhey are available for
all the members of the committee.

Mr. LYNN. Mr. Chairman, I don't know what level of figures you
have been given.

Chairman PIKE. Since you have the security clearances, I will send
it down to you.

Mr. LYNN. Are you sure you do not want to check first?
Chairman PIKE. I presume that a person of your stature in the

President's establishment would breeze through a security clearance
rather easily.

Mr. LYNN. Thank you. Mr. Chairman.
Mr. Chairman, what I would have to say is I am sure you can get

much more detail than that-
Chairman PIKE. You are not only sure we can get much more

detail-
Mr. LYNN. We have more detail than that. Mr. Colby has even

more detail than that and I would suggest under the appropriate
arrangements of the session that you can get into quite a bit of depth.

Chairman PIKE. We are going to get into depth and let there be
no question about that. "-
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My point is not whether we can get more detail than that. My point
is that those particular numbers do not include huge chunks of dollars
which are used in gathering intelligence. That is my only point.

Mr. LY.N-N,. If you have that feeling, Mr. Chairman, again I think
in closed session, primarily with Mr. Colby, where we can be of
assistance, of course, we wou ld be happy to help.

Chairman PniE. We will go into that in executive session. I would
certainly not expect you to go into this in open session.

Mr. Kasten.
Mr. KASTEN. Thank you, Mr. Chairman. --
Mr. Lynn, what happens to intelligence agency funds that are left

over at' the end of the fiscal year? Are they returned to the Treasury?
Mr. LYx. Mr. Kasten, respectfully, I ihink that we ought to leave

that for closed session if we might.
As I say, we are perfectly willing to testify on that and I know

that Mr. Colby is. but I think we should do that in closed session.
M[r. KASTEN,.. Would it be possible for a given agency to retain

unexpended f uids and to develop an ongoing slush fund that could
be used and the expenditures from that slush fund, if this were pos-
sible. would net be reflected in the budget statement of that agency?

Mr. LYN N. I think my answer should be the same.
Mr. KASTEN. Would it be possible for an agency to develop a fund

like this and that fmd would not be recycled through an appropriate
process?

Mr. LYN.N,,. Mr. Kasten, again I will, in closed session with Mr.
Colby. be, more than willing to get into the whole area of how funds
come in, how funds go out, what our role is, what the possibilities are
for abuse, if any, and so on, but I don't believe in public session I
should do so.

Mr. KASTE.\. The Rockefeller Commission Report on pages 74 and
75 states the following: "Although the Director [of the CIA] has
statutory authority to spend reserve funds without consulting OMB,
administrative practice requires that lie first obtain the approval of
OMB and the chairmen of the Appropriations Subcommittees of the
Congress."

"Administrative practice requires" is the phrase I am concentrating
0n. What does this really mean, in fact?

I think you can understand the question by-and I don't want to
use up the time--

M[r. LYNN. I am trying to find where you were quoting from.
Mrt. K\STE. I haven't- the document before me. "Although the

Director [of the CIA] has statutory authority to spend reserve funds
without consulting OMB, administrative practice requires that he
first obtain the approval of OMB and the Chairmen of the Appro-
priations Subcommittees of the Congress."

What, in fact, does this mean? The question is, does the CIA Direc-
tor legally have to obtain congressional and/or OMB approval or
does he receive such approval merely as a courtesy to the CongressJ

Mr. OGILVIE. I think the best way to describe it is that it is an
0MB-established requirement. The Director of CIA is not able to uise
such funds without the approval of the Office of Management and
Budget.

b. , .



73

Mr. KASTEN.Y. 0MB has established this requirement. Does the CIA
Director legally have to obtain congressiona 1 and/or OMB approval
to spend such funds or does he seek such approval merely as a courtesy
to 0MB and the Congress?

In other words, if the Director of the CIA chose not to seek such
approval, would he be in violation of the law?

Mr. OGILVIE. I don't honestly know whether there is a statute
prohibiting the Director of CIA from doing that. I do know he would
not in fact do it without our approval.

Mr. LyNx. I think, Mr. Kasten, we have many rules at OMB, quite
apart from the intelligence community, that go back to our basic
function, our basic operation, and the operation is defined very gen-
erally in the law dating back to 192,0 and 1921, and when we do pitt
out a rule or establish a practice, agencies and departments are sup-
posed to follow it.

Now, I suppose if some person in any agency chose to contest that
rule, we would end up, the both of us, with the President of the United
States as to whether the rule were appropriate. That would be true
in the intelligence community or another department or agency.

Mr. KA\s'E.N. On another subject, it is my understanding-and this
is gro1ng back to a question of the gentleman from California. Mr.
I)e lums-that basicaly five individuals at OMB do day to clay work
on the foreign intelligence budget.

Mr. LYNN. Six.
Mr. KASTEX. One supervisor and five people who are doing the

work is the way I interpreted that six.
Mr. Lyxx. I would hate to say our supervisor doesn't do any work.
Mr. KsT..N. Is one of these people a Mr. Emory Donaldson who

spent 20 years at the CIA and caie to 0MB directly from CIA in
1969?

Mr. OaVdi. He works for us.
M r. KASTEN. Did one William Mitchell spend 10 years with CIA

before coming directly to OMB from CIA in 1963?
Mr. OGLVIE. That is correct.Mr. KASTEN. IS the Director of the group of five people a Mr. Arnold

Donahue who spent 5 years with CIX before coming to OMB directly
from CIA in 1967?

Mf r. OGIVIE. That is correct.
Mr. KAsTEx. That is three out of five directly from the CIA. Am I

correct that their counterpart at the CIA, Mr. Taylor, who is the
Deputy Comptroller of the CIA, is a former CIA budget examiner for
vou. for OMB?

Mr. OcaIvXIE. I can't answer the question about Mr. Taylor because
I don't know Mr. Taylor, but I can tell you it is three out of six in-
stead of three out of five.

Chairman PIKE. The time of the gentleman has expired. He has
used it very well but his time has expired.

Mr. Lyx-.x. Incidentally, Mr. Kasten, we would be very pleased to
put the biographical sketches of all six of the people in the record.

There has been no secret about the past experience of these people.
W'Ve consider them knowledgeable.

[The biographical sketches referred to are printed on pages 529 to
535 of the appendix.]
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Mr. KltsTEN. When we come around again I will try to get back at
the question.

Chairman PIKE. Mr. Aspin.
Mr. Aspix. Thank you, Mr. Chairman.
To follow up a little bit about the OMB's oversight of the CIA,

you say you have six people working on this budget. Without saying
the amount of money in the budget, if that same amount of money were
in a civilian function, how many people would you have working on it.

Mr. LYNNi. More or less. The Social SecurityDivision has one budget
examiner and you know how much money is in the Social Security
Division.

Mr. AsPi-,. That is a slightly different kind of a problem.
Mr. LYNN. My point is-the size of the budget has no direct corre-

lation to numbers of people.
Mr. Asrix. You would say if it were a comparable kind of thing. a

domestic operation, you would only have six people working on it?
Mr. LYN.,N. Absolutely, sir. Incidentally, Mr. Aspin, one of the big

surprises to me when I moved from HUD to OMB was how few people
they have overall. Coming from a large department, when somebody
told me the total number of budget examiners in the whole 0MB. 150
for the whole Government, I was flabbergasted. They do a lot of work
for that, number of people.

Mr. Aspi.s. Perhaps I should ask Mr. Ogilvie: has the 0MB ever
canceled a CIA project?

Mr. LYNN. I would answer that one, Mr. Aspin.
OMB, in and of itself, has no authority to do a thing.
Mr. AspiN. But they can approve or disapprove.
Has OMB ever disapproved a project of the CIA or of any of the

intelligence agencies?
Mr. LYN-N. OMB has never disapproved, to my knowledge, except

in a couple of very limited things where we have operational author-
ity, like reclamation projects, public buildings, advisory committee
accounts, anything. IWe can disagree with an agency, but when we do
it escalates to a higher level. We have no authority of our own to dis-
approve anything.

Mr. AsPmx: Have you recommended the disapproval? Has 0.M1B
ever recommended the disapproval of an entire CIA project?

Mr. OGIILVIE. Yes.
Mr. LY.N. The answer is yes and from my own reading in this

area there have been a number of disagreements. I would say. look-
inct at them, it looked more or less like the same kind of give and
take that I had at HUD.

Mr. AsPIN. I only have 5 minutes.
Mr. LYNN. I am sorry.
Mr. AsPiN. Ultimately were those recommendations of the OMB to

cancel the program, were they upheld, or did the project go ahead?
Mr. LYNN. Like every other agency, you win some, you lose some.
Mr. AsPiN. So there were some projects that the OMB recom-

mended be canceled and the President or higher authority upheld
the OMB and canceled the project. Is that a true statement?

Mr. LYNN. Ordered OMB to what?
Mr. AsPIm. Ordered that the project be canceled.
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Mr. LYNN. Yes, on our recommendation.
Mr. AsPIN. Does OMB get the budget-for example, the NSA

budget and the DIA budget, do those come directly from those agen-
cies to OMB or do they come through Mr. Colby? Do you de0 with
Mir. Colby on the NSA and DIA budget or do you deal with the
Department of Defense?

Mr. Oo(mvm. The formal official submissions from any agency in-
corporating any intelligence community funds come from the agen-
cies involved.

Mr. AsPiN. And they are not from Mr. Colby then?
Mr. Oomv. That is right.
Mr. AsPIN. When you deal with the NSA budget or the DIA budget

or the services budget, you are dealing with the Department of De-
fense, or the heads of those particular agencies, not Mr. Colby.

Mr. LYNN. Mr. Colby performs a coordinating review role so there-
fore his responsibility to make recommendations cuts across not just
his own agency but the others.

Mr. AsPIN. From where do you get the budget? Do you get it from
Mr. Colby ? Does he centralize the budget before sending it to you ?

Mr. OGILvIE. Let me see, Mr. Aspin, if I can make a distinction
because I think it is an important question you are asking and an
important distinction to be made. The normal budget sbrnissions
themselves come from the agencies themselves, but the Director of
Central Intelligence, Mr. Colby, provides a comprehensive, all-inclu-
sive set of recommendations and budget figures to the President
through the Office of Management and Budget.

Mr. AsPiN. But it is not the way the Secretary of Defense would
forward the defense budget, in other words? Colby does not forward
the intelligence budget the way Schlesinger would forward the defense
budget. It is a separate way of treating it.

Or. OGILVIE. He submits to the President through OMB his rec-
ommendations on the comprehensive intelligence budget..

Chairman PIKE. The time of the gentleman from Wisconsin has
expired.

Mr. Milford.
Mr. MILFORD. Thank you, Mr. Chairman.
Mr. Lynn, in order for us to gain a proper understanding of the

intelligence community, we need first to identify that community, the
various elements and its overall organizational structure. In that
regard, sill, would you please prepare for us a chart and an asso-
ciated summary that will depict and describe the entire intelligence
community ?

This should include an organizational chart depicting the chain of
responsibility or command, including names and titles of key people,
and all advisory or coordinating boards and commissions, including
names and titles of members.

This should be prepared for each of the various intelligence agen-
cies and departments, and then fixed with flow lines or descriptive
language showing interagency coordination and control.

I realize, sir, such a document may be classified and .I therefore ask
that you submit the material in accordance with the usual manner of
handling classified material.

58-920-75---6
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Mr. LYNN-. We will be happy to work with Mr. Colby on that and
the other agencies.

[The requested charts were subsequently submitted by the CIA
and are printed in the appendixes of these hearings.]

Mr. MLmroRD. I think the vast majority of Americans understand
the need for secrecy in conducting intelligence activities and the need
to severely limit access to all intelligence-related information. How-
ever, it would also be reasonable. I believe, for the average American
to insist that his intelligence dollar be spent wisely.

I think he wofild rest a bit easier if he knew that your office or some
office was acting as a check factor to be sure that highly secretive
intelligence agencies are not wasting or improperly using funds.

So far this committee has been told by the Comptrolfer General
that he has made neither significant au(its nor has real knowledge
about how intelligence funds were spent.

In that regard, do you regularly monitor funds spent by such agen-
cies as CIA and FBI, particularly those funds that the Director may
spend simply upon his certificate?

Mr. LYNN. As I mentioned, Mr. Milford, in the first 12 pages of my
testimony, we do not perform an audit function in the sense of seeing
whether money that was allocated in the budget was used-actually
went to this particular person or that particular person and whether
the money was actually transferred. That is an audit function. The
audit function is not performed by OMB of any agency or depart-
ment. That is done essentially by the departments, each of which has
an Inspector General, or an administrative staff that does that.

GAO also performs that kind of audit function but OMB does not
for any agency or department. We prepare budgets. We see the budget
execution, but the auditing as to whether the funds were actually used
in that building, if it is HUD or to that contractor, if it is HUD, is
something that is done by the internal auditing staff of each depart-
ment and checked on a sampling basis, upon request of Congress or on
their own initiative by the GAO.

Mr. MIFr,VOD. I wasn't referring to it in an audit sense, but what I
am wouderina here is whether we just hand a big lump of money to
these people?

Mr. LYN,. No, sir. During the spring reviews, for example, we
were identifina questions and although the nature of the subject

matter was different, they weren't any different than the kinds of
questions-when it came'to the money-that I would ask on any
other program. You wanted to keep it down to the absolute minimum
from a, standpoint of budget and you don't want to spend any more
than you have'to.

I particularly, having been in a domestic program, would like to
see as much money as we can have for the domestic programs of the
United States.

Now. does that mean that we will catch every bit of waste that there
mirdit be in a CIA budget?

The answer to that i. no. ult you don't catch it either in any other
department agency. All you can do is keep plugging away at it, and
keep trying to uncover places where you can save some money and that
is what we try to do.
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Mr. MILFORD. In that sense would the same procedures help to fer-
ret out any potential duplication that might occur within the various
intelligence agencies?

Mr. LY,-N. Yes, sir. I think the procedure where these budgets are
all brought together from the various agencies, where we answered-
Mr. Aspin's question, lend themselves to identifying at least the ques-
tions of overla and lack of coordination. That again doesn't mean
we will catch them all, but if you see some items that look the same,
you ask, are they the same? Is there any justification for having them
the same, Are you handling a different piece of it from somebody else,
and it is one part of the procedures to do that.

Now Mr. Colby also, in his DCI role, has a. responsibility for look-
ing for that sort of thing too, as does, in its over-review function,
the NSC.

Mr. MILIFORD. To your knowledge, within the administration, is there
any sort of internal audit made of these various intelligence agencies?

Mr. Lyw.N. How are you using audit this time, sir?
Mr. MfoLFRD. Audit as a CPA would audit.
Mr. LYNNx. We do not do that kind of audit, but Mr. Colby, for ex-

ample, within his agency and the other agencies of the Government,
each have independent auditing staffs to perform that kind of work.
We do not in OMB do that for any agency, and, so far as I am aware,
these are the only kinds of audits done are by agencies and depart-
ments themselves supplemented to some extent by GAO.

Mr. MILFORD. Thank you, Mr. Chairman.
Chairman PIKE. Mr. Johnson.
Mr. Johnsox. Thank you, Mr. Chairman.
Mr. Lynn, it has been established that any expenditure under the

contingency reserve, fund comes as a request from the Director of the
Central Intelligence Agency-and then receives the approval of the
0)MB, so that we are not dealing in a sensitive area there.

Mr. LYN-N. Who has testified-
Mr. JoHi,;so'N. You submitted it a little while ago and Mr. Ogilvie

said that the OMB approved this through their regulations or through
the law. lie didn't know what the origination of it was, but they did
approve the requests. They had to give their endorsement or approval
of these requests for expenditures from the contingency reserve fund.

Mr. OCILWLE. There are certain sums of money that re quire these
procedures and I think that that will make your point aa we could
probably leave it that way for the record without going into much
more detail on locations and so forth.

Mr. JOHNSON. I thought that was clearly established under this
dialog that you two had.

The law requires that any covert activities have to be authorized
by the National Security Council directly as to the CIA.

My question to you is, if you have a covert activity and they want
to spend money out of the contingency reserve fund, do you, in the
process of giving your approval, check the National Security Council
directives?

Mr. OGILVIE. Yes, sir.
Mr. Joi.Nso.N. You do check theii ?
Mr. OGILVIE. Yes, sir.
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Mr. JoHNsoN. Do you then check to see that the Security Council
directive is being followed by the CIA in the expenditure of these
fundsI

Mr. OoII vIE. We follow that type of activity in the same way we
would follow any other type of intelligence activity.

Mr. LYNN-,. Again, Mr. johnson, we shall make a distinction between
a general overview of expenditures and an audit. WYe don't audit
money.

Mr. JoiNsoN. I understand, but you have some idea as to what they
are doing, what they are ordered to do and for what they are going
to spend the money?

Mr. LYqN. That is correct, and then in the next year's budget, for
example, or at the next review meeting, questions will be asked as to
what is going on in that regard. Has this been carried out or hasn't
it, and in the next budget cycle the figures will be shown with a de-
scription of what was the activity.

Mr. JoiN.soN. So this is not a pro forma kind of endorsement then ?
Mr. OGILVIE. No, sir. We review those types of requests in every bit

as much detail as we do a normal budget request.
Mr. JoHNson'. Do you have National Security Council directives, if

there were any, since 1973, that would request the CIA to engage in
these kinds of covert activities which you then had to approve? Do
you have those in your file?

Mr. OGILVlE. I can only speak for the last 11 months and I know
we have seen copies of all the documents to which you refer for this
period. My suspicion would be that we have seen all of the documents
that you have referred to, but I have not personally seen them because
they were before my time.

[Mr. Ogilvie subsequently amended his response as follows: "I
can only speak for the last 11 months and I know we have seen copies
of all the documents to which you refer for this period. My suspicion
would be that we have seen all of the documents that you have
referred to, but I have not personally seen them because they were
before my time."]

Mr. JoiiNSoN. Mr. Chairman, I wonder if it would be possible for
the committee to see those Security Council directives since 1970 or
1973?

Chairman PIKE. Let me, say this: As far as the chairman is con-
cerned, it would certainly be possible. I would be delighted. What do
you think, Mr. Lynn?

Mr. LYNN. I really don't know, Mr. Chairman, one way or another
at this point.

The lawyer in me raises a number of questions but that, doesn't mean
the answer wouldn't be yes.

Chairman PIKE. I can only assure the gentleman that we will try.
Mr. JOHNSON. Who on the National Security Council staff writes

these directives, that you know?
Mr. OGILVrF. I don't know the specific name of an individual. I would

be surprised if one individual wrote them all.
Mr. JOHNSON. There are some CIA employees on the National Se-

curity Council staff, are there not?
Mr. OGILVlT. That is my understanding.
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[By letter of November 12, 1975, Mr. Ogilvie responded to
i11r. Johnson's request as follows:]

0MB does not retain copies of "National Security Council directives" which
request CIA to engage in covert action activities. New covert action projects
which require supplemental funding through an OMB-approved release from
CIA's contingency fund are reviewed at the time funds are needed. In these
cases, OMB staff conducts a hearing with appropriate CIA officials, including
representatives of the CIA Comptroller's office and the appropriate program
manager, to review the program and financial aspects of the project. In addition,
National Security Council papers are reviewed in NSC staff offices to determine
that the project has appropriate approval. Such review has included, since Jan-
uary 1975, confirmation that each such project has been certified by the President
under Section 662 of the Foreign Assistance Act. OMB staff findings and recom-
mendations are then submitted for consideration to the appropriate OMB official
responsible for apportioning agency funds. For ongoing CIA projects, planned
expenditures are reviewed at the time of the annual budget submission, and
covert action projects are examined in the saine detail as the planned expenditures
for other activities included in the submission.

Mr. JoHNSON. So we do have a situation where you can't get a
covert activity authorized without coming from the National Security
Council. The staff is made up of CIA employees who then make the
request to the CIA, who then makes the request for approval to 0MB,
who have three of the six individuals who also have been affiliated with
the CIA. We have that kind of a roundrobin situation in existence,
don't we?

Mr. OGILVIE. I think that may be overstating the case a little bit. As
far as I know, there is only one employee detailed from the CIA in the
National Security Council, but that is a subject that you probably
ought to ask of the National Security Council because I don't know
that much about their personnel situation.

Mr. JohixsoN. The CIA funds are not subject to authorization, is
that correct? Specific authorization by the Congress? Is that the way
they identify it, they say they are not subject to authorization?

Mr. OGILVI. That is correct.
[Mr. Ogilvie subsequently amended his response as follows: "It is

correct that CIA funds are not subject to annual authorization;
however, Congress enacted an authorization for CIA's activities in
the CIA Act of 1949."]

Mr. LYNN. I think that is provided by statute, Mr. Johnson.
Mr. JOHNSOiN. Are there other funds used in foreign intelligence

programs also not subject to authorization?
Mr. OGILVIE. I don't know the answer to that; I could check that.
[By letter of November 12, 1975, Mr. Ogilvie responded to

Mr. Johnson's request as follows:]
To my knowledge, there are no funds used for foreign intelligence programs

which are not subject to authorization. To clarify my response to questions at
the August 1 hearing, I would note that all CIA funds, of course, are authorized
by the CIA Act of 1949, even though there is no specific annual authorization
for CIA which is identified publicly.

Mr. JoHNsoN. Does CIA handle other intelligence activity funds
beyond what its own budgeted amount might be?

Mr. OGILvIE. As you know, Mr. Jarhnson, the CIA receives funds
under two acts of the Congress: The CIA Act of 1949, and the Econ-
omy Act, which is applied to all Government agencies and depart-
ments. The CIA, like any agency and department, can receive funds
under the Economy Act as well.
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Chairman PIKE. Mr. Hayes
Mr. HAYES. Mr. Lynn, does OMB have in its custody any documents

or the results of any studies, for example of the CIA budget which have
been made to determine whether or not spending programs are waste-
ful and to which the OMB has directed a judgment that they should be
eliminated?

Mr. LYNN. I am confident there must be such memoranda. There are
in OMB for every department and agency that I am aware of.

Mr. HAYES. Are you describing to the committee one particular such
document or file which is part of a study, or a complete study where
OMB has determined that the spending program was wNasteful and
therefore ought to be eliminated?

Mr. LYNN. In closed session we would -be happy to give you exam-
ples of all of this, but I don't believe that we can in open session.

Mr. HAYES. Can you describe to what extent, if any, you would have
records where the White House itself limited the access of OMB exam-
\iners to the Central Intelligence Agency or to any intelligence agency?

Mr. LYNN. I have only been in OMB 5 months but I am certainly not
aware of any such instances.

Mr. HAYES. I didn't ask about the instances. I asked whether or not
there are records in the Office of Management and Budget which would
describe such a limitation?

Mr. LYNN. Since I don't know of any such activities, I don't know
if there are any records.

Mr. HAYES. Your answer is you do not know?
Mr. LYNN. I certainly don't.
Mr. HAYES. Does anybody else with you know?
Mr. OGiLviE. I do not know either.
Mr. O'NEnI.. No.
Mr. HAYES. If such records existed, who would know at the Office of

Management and Budget?
Mr. LYNN. Proving a negative is always very difficult, Mr. Hayes.

I suppose what you would have to do is go through-if we were to
try to do that.

Mr. HAYES. You understand?
Mr. LYNN. I certainly do. I certainly do. What we would have to do

would be to go to people who are in authority and keeping records and
say, "What files possibly would you look to to find something that you
don't know is there" and that is done many times.

Mr. HAYES. Then the Office nf Management and Budget would never
make a record if the White House overrode or interfered with any
of this particular function?

Mr. LYNN. I didn't mean that at all, Mr. Hayes.
Mr. HAYES. I didn't ask what you meant. Do you mind answering

that question ? Do you maintain any records of that?
Mr. LYNN. What I am saying here is none of the three of us are aware

of any such activity so how can we answer the question whether there
are any records of it

Mr. HAYES. At me put it this way then: Do you know of any in-
stances where an intelligence agency has appealed a particular deci-
sion of the Office of Management and Budget in regard to a particular
examination or in regard to one of its functions?
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Mr. LYNN. Sure.
Mr. HAYES. And do you maintain records?
Mr. LYNNp. Oh, absolutely.
Mr. HAYES. And those are available and can be provided to us?
Mr. LYNN. Yes. We have files with regard to various kinds of actions

where we have had disagreement with an agency and it goes to the
President.

Mr. OGnvIE. If I might clarify that to be sure we have it clear for
the record, I think Mr. Lynn is referring to programmatic or budget-
ary issues where we have a difference of opinion.

Mr. LYNN. Right.
Mr. OGILVIE. I sensed that maybe your question was whether or not

if we wanted to examine a particular aspect of the intelligence com-
munity and that fact, or that request was appealed to the President,
would we or would we not have a record and Mr. Lynn and I and Mr.
O'Neill were speaking, I thought, to the second question which says
that we know of no such activity and therefore we have no record. They
do frequently appeal our recommendations on budgetary action.

Mr. LYN.. That is what I meant, Mr. Hayes.
Mr. HAYES. I know what you meant.
The fact that the CIA operates by concealing its activities, and cer-

tainly must therefore operate to conceal its funds, surpluses of funds
and so forth, are facts that are well known.

Is it a matter of practice that OMB does not attempt to inform itself
of those concealment techniques and general practices within, for exam-
ple, the CIA?

Mr. LYNN. I am not quite certain I understand the question, Mr.
Hayes,. Concealment techniques from whom? I mean concealment tech-
niques in their various activities they perform?

Mr. HAYES. Yes, sir.
Mr. LYNN, I don't believe we get into that kind of a matter at all.

Maybe I am wrong, but I don't think so. As to how they go about pro-
tecting their sources and so on, as a newsman would say?

Mr. HAYES. That is correct.
Mr. LYNN. I don't believe we do generally.
Mr. OGILVIE. I am having a little trouble, Mr. Hayes, figuring out

some specific examples. We do get into sources and methods and types
of procedures that the intelligence communities use, but I am afraid I
don't understand your question either.

Mr. HAYES. Would the Office of Management and Budget at the
time make an evaluation as to whether or not a particular use of
funds needed to be concealed, or did not need to be concealed, by an
intelligence agency itself in order to perceive what was being done
with the money or perceive how much of it was there even?

Mr. OGILVIE. In order to make that public knowledge as opposed
to-

Mr. HAYES. No; within your own Office of Management and Budget.
Mr. OGILvIE. What you suggest we would do would be to move it

from a clandestine-
Mr. HAYES. I simply asked whether or not you challenge at nny

point the method of concealing activities or the uses of funds within
intelligence organizations?
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Mr. OGILVIE. I think the answer to that is no.
Chairman PIKE. The time of the gentleman has expired.
Mr. Lehman.
Mr. LEHMAN. Thank you, Mr. Chairman.
I'd like to go back a moment to your statement about your four

major phases of the budget process and the two that you are basically
responsible for, the formulation and the execution.

You have a great deal of detail more or less in the formulation but
not much of a statement about the execution. The formulation is this:
You make up the budget and it comes out as a single line item, is that
not true? The CIA budget? Is not the CIA budget a single line item?

Mr. LYNN. It isn't in the Presidential budget as a presentation at
all.

I say in my statement, in the process I believe it is one figure.
Mr. LEHMAN. The CIA budget is one figure when it comes out in

the President's budget presentation?
Mr. OoiIr:v. Funds for the CIA are contained in larger appropria-

ion categories contained in the President's budget.
Mr. LyN-. We are really sorry, Mr. Lehman, because we are really

not-in any way trying to avoid answers. but every time we get a
question we have to say to ourselves, "What is classified and what
isn't" and we are doing our best to answer questions but not violate the
law.

Mr. LEHTMrAN. I am trying to determine how you perform budget
execution and in this respect how can you perform budget execution
without an auditing process and how do you do an auditing process
when you depend on the CIA itself with an internal audit to know
whether the budget, as you prepared it, is properly executed.

Mr. Lywx. Let me try generally.
First of all, there are review sessions throughout the year and in

those review sessions there is an opportunity to ask questions and find

out what has happened since the budget and the appropriation
process.

Second, the ultimate time is when you come back again, there is

ni laving out of what has been done, again from a budgetary stand-

point, in detail, with many numbers---
Mr. LhMiAN.. May I interrupt you, Mr. Lynn? My time is pretty

tight.
Those numbers you get are all coming back to you from CTA.

For instance, in any of the transfers of funds within the CIA, any

of the reassignment of funds, or the reprograming of funds. during

that period of time. have you ever been in conflict with the rpdistribu-

tion or the reprograming of funds during this particular fiscal year

in your budget execution?
Do you disapprove of it? What kind of money are we talking about?

if you did disapprove of the reprograming or the reassignment, what

would you do about it?
'Air. LYNN. If we disagreed with it ?--
Mr. T E r rA. Right.
"Mr. LTrvN. We would tell them. Second, if they were not able to

explain it to our satisfaction, and we continued to disagree, we-would

take it to a higher level.
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Mr. LEHMAN. Have you done that so far?
Mr. LyNN. I don't know, sir. As I say, I haven't been there very

long. Have there been occasions of that?
Mr. Onamv I can't think of any.
Mr. LEHmAN. Have you been in conflict with CIA in any reassign-

ment of funds or any reallocation of funds within the CIA budget in
your so-called budget execution effort ?

Mr. OGILVIE. Mr. Lehman, I can only speak for the year I have been
in this position. There have been no such occasions during the time that
I have been at OMB.

Mr. LmHMAN. So far you have-I don't want to put the code name
out, but so far, you more or less rubberstamp what CIA does or take
their word for it?

If Mr. Staats can't find out what is happening and there is no audit-
ing process, I don't think there are any teeth in your budget execution
role. I don't see what it is accomplishing.

Mr. OGILVIE. Mr. Lehman, 0MB, first of all, reviews very carefully
what all the intelligence agencies, including the CIA, budget money
for. We then receive periodic reports from each intelligence area,
showing the expenditures of funds, which we also review very care-

- fully and we have periodic meetings with the appropriate financial
people in each area of the intelligence community, during which time
we review the activities they are engaging in. So we look at it very
carefully, and we do follow quite closely the activities of the intelli-
gence community to the same degree we do other areas of the Federal
Government.

Mr. LEHMAN. I know in the south Florida area there has been a
great deal of intelligence activity, and I wondered if you were aware
of that and whether it was in conformance with your budget execution
duties.

Thank you very much.
Chairman PIKE. Mr. Field.
Mr. FIELD. Thank you, Mr. Chairman. I'd like to follow up on Mr.

Lehman's questions on this reprograming. I would like to try to make
it a little simple because it is a fairly complex issue.

As I understand the way the appropriations process works, an
agency or department has line items, and they cannot shift money
between line items without approval of Congress or OMB.

The CIA is somewhat unique because they have one line item. Now,
how do you check when they shift funds between the programs? They
have come to Congress, we have appropriated funds on the basis of the
programs they have laid out. When they want to shift funds now
between, let's say, covert action and analysis, do they report that to
you? Do they have some understanding with you as to how that will
be handled?

Mr. OGILVIE. We are generally aware, Mr. Field, that they are not
required to formally report it.

Mr. FrnD. But d they do that as a matter of either understanding
or some kind of practice?

Mr. OGILvm. As a matter of practice, we are generally aware of
changes in activities.
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Mr. FIELD. Is there some level? Obviously, you don't go after every
nickel, but is there some level of $10,000 or $500,000 below which they
would not have to report this to you, or that they would not as a matter
of practice report this to you?

Mr. LYNN. I don't know that there is any specific rule of thumb that
an 0MB examiner is given in these programs or others that says "dis-
regard expenditures of less than x thousand dollars or million dollars"
or whatever it is.

Mr. FIELD. It would seem appropriate if you were trying to exercise
any kind of awareness of this, there w6iild have to be some level, prob-
ably not too high, so that obviously if a major amount of funds were
being Shifted, you would know abo*t it. -,

Mr. LYNN. Mr. Field, certainly the approach is to do the best job
you can with the time you have on any agency or department, and you
look, therefore, first at the big ticket items and look at them hard,
and then you work down into the others. But something may just stand
out to you. You may see something even though it is very small and
say, "That looks absurd to us. Why are you doing that at all ?"

Mr. FITD. Stopping right there, isn't it a fact in the last few years
the CIA has shifted literally millions of dollars in one case between
programs, and OMB has not found out about it until after the fact?

Mr. Oomvm. Mr. Field, that may well have happened. It happens
frequently in the Defense Department.

Mr. FirEp. How can that happen? How can somebody shift millions
of dollars? We don't have any role now because Congress assumes the
program was approved. It was sent forward, the money was to be spent
in a certain area, let's say some kind of reconnaissance or something,
and now somebody over at CIA says, "No; I am going to take millions
of dollars and put them over here." The only reliable check we have
is OMB, and this happens and you don't know about it. What kind of a
system do you have that could break down at that level?

M[r. LYNN. First of all, you have made an implication that OMB is
the only person in this loop that would be involved in oversight, and
that isn't true. Certain kinds of activities that the intelligence com-
munity might want to do have to go through a review process that may
or may not involve us.

Mr. FIELD. After the budget is approved, I believe OMB is the only
agency or office that would have that kind of check and balance.

Mfr: LYNN. No; I don't believe that is so, Mr. Field, because depend-
ing on what they-

Mr. FIELD. Could you identify the other office or persons?
M[r. LYNN. What I am saving is, there is NSC review. Mr. Colby,

given what kind of action 'it is he wants to reprogram for, would
have to go to them for approval of that direction.

Mr. Owvnr. There are procedures to do that.
Mr. FrELD. We will ask them if they knew of this particular situation.
Anybody else who would have this kind of review besides NSC and

OMB?
Mr. LYNN. I think the organizational matters of that kind, Mr.,

Field, ran be explored with us and others in closed session.
Mr. FIELD. Mr. Lynn, how would you handle the approval of bribes

or payments to informers? How do you know that that money is ac-
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tually going to an informer and is not, let's say, going to somebody
for a favor, or somebody's friend?

Somebody says, "We are going to spend x million dollars this year
on bribes and payments to informers.

I-ow do you know it is going to informers?
Mr. LYNN. We don't know and there is a statute that makes it

clear-
Mr. FIELD. I think the first part of your answer answered the point.
Mr. LYNN. The statute makes it clear many expenditures are made

solely on the certificate of the Director. That was done, I think, with
.a balancing of the competing equities and goals that we have.

Chairman PIKE. Mr. Lynn, the other day, in the absence of the Pres-
ident, it was up to you to castigate the Congress when they overrode a
veto pertaining to some legislation and you said this: "Today's over-
ride of the President's veto of S. 66 indicates that Congress is not
yet willing to share the President's resolve to make the hard choices
necessary to reform Federal programs and get us back to fiscal
responsibility."

AVell, that is a good speech.
When Congress wants to choose between national priorities and the

amount of money which is spent in area Y is concealed from 90 percent
of the Members of Congress, how does Congress make the choice?

Mr. LYNN. We don't conceal anything from the Congress, Mr.
Chairman.

Chairman PIKE. Oh; come on.
Mr. LYNN. No; we don't. The Congress has put together its own pro-

-cedures for review of appropriations in this regard.
Chairman PIKE. Do you prepare the budget of the United States?
Mr. LYNN. Does OMB prepare it for the President?
Chairman PIKE. Yes.
Mr. LYNN. Yes.
Chairman PIKE. You prepare the budget. Does the budget admit that

we have a CIA? Is it in the budget?
Mr. LYNN. In the budget presentation?
Chairman PIKE. Is it in the budget?
Mr. LYNN. No. We certainly admit it is in there somewhere.
Chairman PiKE. That's real fine.
Can Members of Congress find the NSA in the document you

prepared?
Mr. LYNN. No; it isn't, sir, because 50 U.S.C.--
Chairman PIKE. You don't need to cite the statute to me.
Mr. LYNN. It is not to be put in the budget of the United States.
Chairman PriE. I say to you Congress is not aware and not being

aware they can't make the choice.
Mr. LYNN. What I disagreed with was your word "conceal."
We are not concealing anything. This is in conformance with the law.
Chairman PIKE. When you can't find it in the budget, but you tell us

it is there, I submit that it is legitimate to characterize that as being
concealed.

Mr. LYNN. Then it is concealed by a statute.
Chairman PIK. All right.
Mr. LYNN. Not by us.
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Chairman PIKE. But it is concealed.
Mr. Johnson went into the possible old school tie effects of the CIA

relationship of some of your employees and I think maybe I am the
only one for whom it might be appropriate to raise this particular
Issue.

Mr. Ogilvie. in your shop-first of all, you went to Yale, is that
correct?

Mr. OGILVE. That is correct.
Mr. LYNN. And Stanford. He went to the east coast and west.
Chairman PIKE. Do you also in your shop have a man named Stub-

bing who studied at both Harvard and Princeton?
Mr. OGILVIE. Yes, sir. He works in the National Security Division.
Chairman PIKE. And a man named Donahue who studied at

Princeton?
Mr. OGmvm. That is correct.
Chairman PIKE. And a man named Mitchell who not only studied

at Princeton, but also taught at Princeton?
Mr. OGiIrwE. That is correct.
Chairman PIKE. And did the Director of Central Intelligence also

go to Princeton ?
Mr. LYNN. Oh my God.
Chairman PIKE.'Mr. Lynn, if it will make you feel better, I went to

Princeton, but I am simply pointing out to you that-Mr. Field went
to Princeton, and there came a point at which time I said to Mr. Field,
"Enough of this Ivy League personnel. Let's get off it."

Don't you thinkoit is just possible that a staff which was somewhat
more representative of America might help you in the operation of
your machine?

Mr. O'NEILL. Mr. Chairman, I wonder if the Chair has my pedigree?
Chairman PIKE. I don't know whether we have or not. Yes, we have.
Mr. O'NEILT,. I will be happy to give it for the record. I think you

will note that I have not been whatever it is one gets when he is exposed
to an Ivy League education.

Chairman PIIKE. I think it is just great vou know that you are there
and did not get an Ivy League education. I really do, bui for heaven's
sake-

Mr. LYNx. I went to a midwestern college and went to the Harvard
Law School.

Chairman PIKE. There you go. We are back to Harvard again.
My point is that it is just conceivable that there is too much l1an-

ing in certain elements of your operation in favor of former CIA
employees, former Ivy Leaguers, and I just wonder if this particular
tlionht had ever crossed your mind?

Mr. OGoTvrE. Mr. Pike, I wonder if I might at this point make a few
comments because you haven ointed out the individuals who work in
this business that have had Ivy League or former intelligence affilia-
tion; what we do in OMB. across the board. is to try to develop a
balanced staff. and T stress the word "balanced" and I think with your
permission, Mr. Chairman, I would like to tell you about the other
balance of the, other members of the staff that work on intelligence-

Chairman PIKE. You may certainly put that in the record.
Mr. OGr vm. I would like to tell you a'little bit about some of tho

other people.
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Chairman PIKE. You can put it in the record, but you are not going
to do it on my tfine right now.

[The information appears on pages 529 to 535 of the appendix.]
Chairman PinE. The final question I want to ask, Mr. Ogilvie, is:

You said you did in fact win a few, and the OMB did in fact have some
programs disapproved by your recommendation by the President.
What percentage of the budget of the intelligence community di.1 those
disapprovals represent?

Mr. LYNN. I think that could be handled-I think if we are going to
get into this kind of thing, Mr. Chairman, we should explore this kind
of an area in closed session.

Chairman PIKE. Even the percentage?
Mr. LYNN. Yes, because I think percentages are meaningless be-

cause-
Chairman PIKE. Percentages of nonexistent numbers I guarantee

you are meaningless.
Mr. LYNN. What I am saying to you is, issues to us can be very im-

portant, whether they involve a large percentage or a small one.
When I was Secretary of HUD, believe me, we went to OMB and

got into some dispute with OMB on some very small ones and many
times OMB would take me up there on some very large ones that I
was convinced I was going to win on because I was right, and I did.

Chairman PIKE. The committee will stand in recess until 1:30 this
a fternoon.

[Whereupon, at 11:50 a.m., the committee was recessed, to reconvene
at 1:30 p.m., the same day.]

AFTERNOON SESSION

Chairman PIKE. The committee will come to order. It is the inten-
tion of the Chair, with the agreement of the members, to go through
the list of members again, starting with Mr. McClory, in open session,
and then if the majority of the members feel it advisable to do so, to
go into executive session.

Mr. McClory?
M r. MCCLoRY. Thank you, Mr. Chairman.
Following up on some of the questions of the chairman before the

recess, is there any tacit agreement between any of the upper echelons
of the OMB? Do you have any special private agreements with respect
to confidentiality that apply only to you and you guard the secrets
among yourselves?

Mr. LYNN. You mean upper echelons on an organization chart of
0MB as opposed to lower echelons in OMB?

Mr. MCCLORY. Well, yes.
Mr. LYNN. Let me seeif I have it. Mr. McClory.
rThe organizational chart of OMB is printed in the appendix.]
Mr. MCCLORY. Reference was made to the Ivy League character-

istics of some of the upper echelon in the OMB personnel. Is there any
little clique among yourselves that applies?

Afr. LYNN. No, sir; we look wherever we can for the best possible
talent we can get, and that is the rule.

Mr. McCioRy. Do you have any practice with regard to marking
documents secret which apply solely within the 0MB?
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Mr. LYNN. I believe Mr. Ogilvie testified earlier, where we generate
documentation that we know is within classification limits, we then
so mark those with that classifico lion.

Mr. McCirmy. And then those are limited, then, to OMB eyes; is
that right?

Mr. LYNN. No; those will be documented sometimes where we will
be providing an analysis from our standpoint, the way we see it to the
intelligence community agency.

Mr. MCCLORY. With respect to a large expenditure, for instance, the
reference was made to the Glomar Explorer. Would it be possible, in
your opinion, to keep such a project secret and at the same time to.
have open competitive bids for the ship, for instance?

Mr. LY.NN. I just don't know, Mr. McClory. As I said, I think if we
are going to discuss particular projects, whether they existed or did
not exist, or the like, we had better do that in closed session.

I can see, just as a layman in the area, that if you had a large project
of one kind or another, it might be extremely difficult to do it under a
competitive bidding technique.

Mr. McCiony. For instance, as I understand, the Glonmr Explorer
project had something to do with raising a Soviet submarine and per-
haps receiving the information that is on board there, the codes of the
Soviet Union, the way the sophisticated armaments are manufactured
and other secret information that would be solely in the hands n the
Soviets. I

Do you make any kind of value judgment as to the value of that
kind of a project for the national security, the defense of our Nation?

Mr. LYN.N. Without specific reference'to the matter you raised. let
me just say that with any large project we look at it, as do other pole,
from the standpoint, is it worth it; is in duplicative of something else;
is the expense worth the kind of information that you would get.

Now, we don't have primary responsibility for determination of
the priorities as to the kinds of intelligence that is collected, but we do
look upon itas our duty in OMB to ask these questions, because we do
have the job of trying to keep the expenses down wherever expense
occurs in the Federal Government.

Mr. MCCLORY. In your statement you said that when there are sig-
nificant changes, that the CIA makes some of these significant changes,
and they make transfers, but these are not normally approved by you.
Are they known by you ?

Mr. LYN-.%. Thev'become known in reports, as Mr. Ogilvie testified
and also by way of the numerous meetings that occur between us and
the various agencies, many of those meetings also involving in many
cases other parties.

Mr. MCCLORY. Questions have been raised with respect to your lack
of knowledge of what expenditures are made by CIA for certain pur-
poses. Under the l-w you are required to approve expenditures or
expenditures are entitled to be made on the basis of certificate, solely
at the direction of the Director; is that correct?

Mr. Lv.AN. Yes, sir; the statute specifically provides that the Direc-
tor may act, on certain types of expenditures solely by delivery of his
certificate. In other words, the intention of the law is clear that no one
is to look behind that certificate.
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Mr. MOCLORY. And you don't feel you have any statutory authority
to look behind itI

Mr. LYNN. I think that is right, sir.
Chairman PiKE. Mr. Giaimo.
Mr. GiAi o. Thank you very much.
Mr. Lynn, would it be a correct inference from all of your testi-

mony here today is that OMB is pretty knowledgeable about all the
activities of the intelligence community?

Mr. LYNN. That is a little broad.
Mr. GIAimo. Then let's narrow it down a little. Are you aware of

their major intelligence activities?
Mr. LYNeN. I understand, sir. Certainly major from the standpoint

of large expenditures of money on particular projects.
Mr. Gli-o. Although we never did get a definition to the chair-

man's original question as to what are intelligence activities, does
that apply to all intelligence activities which, I assume, include covert
operations, clandestine operations, and the like?

Mr. LYNN. Yes, sir.
Mr. GIAIMO. Can you give us some reassurances? Can you reassure

us-the committee and the American people-that there are no un-
warranted expenditures pf money, illegal in nature, involved in the
intelligence community budget which would deal, for example, with
assassinations?

Mr. LYNN. We cannot give that assurance, sir.
Mr. GIA11o. Can you assure us that at this very date no funds are

being spent by. the intelligence community for covert monitoring,
surveillance, or interceptions of communications of any kind of
American citizens?

Mr. LYN.N. This line of inquiry, sir, gets me very close to closed
session, but let me explain a little more.

Mr. GIAnro. You say you know about the budget and what they
are doing.

Mr. LYN.s-. Let me give you a little explanation on the budget.
Mr. GIAumo. Are they in any way doing what I enumerated ?
Mr. LYNN. Let me give an explanation on the budget. There is in

every agency a large category or large categories for personnel. For
example, and particularly in areas where there is no large project
charge associated with some given matter, an agency can take upon
itself to do things with its personnel that we would not know at the
time they did it'that they chose to do it.

Mr. GIAnmroZ Let me rephrase the question. Do you kiow iLthere
are any large-scaled expenditures of money in these areas, and can you
assure us that there are not?

Mr. LYNx. Of what kind. sir?
Mr. GIAImo. Are there any large-scale expenditures of moneys used

for covert activity in monitoring, surveilling or intercepting communi-
cations of American citizens?

Mr. LYNN. I really, Mr. Giaimo. with all respect, would prefer to
go into this line of questioning in the closed session.

Mr. GIAno. I am sure you would prefer to. and what, we are trying
to do here is to maintain necessary secrecy, but part of this investi-
gation and congressional activity is brought about because some of



90

us think there has been too much secrecy in government insofar as
the American people are concerned. There have been instances and
admissions where mail was intercepted, for example.

Did OMB know about those activities and the expenditures used
to intercept those mails by the intelligence community?

Mr. LYNN%-. I do not know.
Mr. GM imo. Do you know whether your predecessors in OMB

knew?
Mr. LYN.,N. I would suggest, sir, you might call and ask them that.
Mr. GIA3to. Then let's get to the next question. Do you know if

they are intercepting communications today?
M(r. LyvN. I don't know that they are, but I have certainly seen

statements to the effect that activities that-
Mr. GIAtMO. You wouldn't want to assure me that they are not

today, or that they are? You don't know, I think, was your statement.
Mr. LYNx. I think from our own processes I could not know of

every activity they conduct.
Mr. GIAIMio. Then my next question is: What is the nature of your

being aware of the budget of the intelligence community? Obviously
you know its size, obviously you know the categories.

Mr. LYNx. That is right.
Mr. GIAJYro. What do you know of the specific activities?
Mr. LYNN. We know in a general way as to what their justifications

are for those given activities. .
Mr. GIAM.1o. What do you mean in a general way*?
Mr. LYN. May I give you an example?
Mr. GIAI3o. Yes.
Mr. LYNX,,,. As is true with every department and agency of the

Government that has an R. & D. budget, for example, we will receive
justification from that department which will include itemization of
the major kinds of things they intend to do with the R.. & D. budget.
Now if they go out and take part of that money and do something
with it that we don't know of, we would not be aware of it.

N1r. GATMO. I understand. Would you know of huge expenditures
of money for operations of an unstated purpose. for example, surveil-
lance by ships or by interceptions of communications of American
citizens and the like?

Mr. LYrN. Of American citizens?
Mfr. GIAENTo. Interception of communications. I think it is very

cleir what I mean.
Mr. Oo0Lvr.. I think the short answer to the question is that we

would be aware and are aware of all large projects conducted in the
intelligence community.

MTr. GTAL1T.O Can you give us assurances that none are committed?
Chairman Pn . The time of the gentleman has expired.
Mr. MuRrur. Could I give 2 minutes of my 5 minutes to Mr. Giaimo?

I am interested in this line of questioning.
Chairman PKE. Is there objection? Without objection.
Mr. GIAI31o. Can you give us assurances that there is no-and I

use the exact words-.--covert monitoring, surveilling or interception of
communications of any kind-mail, telephones, wire services or the
like-of American citizens here or abroad I
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Mr. LYNN. No; I don't think we can do that, Mr. Giaimo, because
the activities that are conducted by them are done in secrecy, and if
someone within an agency should decide deliberately to try to do some-
thing of thii-kind outside of these figures, it is possible that they could
do it. Let me add to that: I think you will never be able to do anything
about that beyond the integrity of the people that work there.

Mr. GJAIMo. If it were to come to your attention that such activities
were conducted, what would you do about it?

Mr. LYN. That were known to me to be illegal?
Mr. GIAIMO. Yes.
Mr. LYNN. I would certainly bring it to their attention, and if I

didn't get satisfaction there, raise it higher.
Mr. GIA131o. You would bring it to the attention of the intelligence

agency, that they are committing an illegal act?
Mr. LYNN. W'ell, that is right; I am talking about one that-
Mr. GIAIM. What do you mean by satisfaction?
Mr. LYNN.. Prospective, you are saving?
Mr. GIAT11O. Yes, but you are made aware of an illegal act; you bring

it to the attention of the intelligence communities. Now I am sure you
have read in the newspapers where certain peoples involved in crimi-
nal action in the intelligence community had a working arrangement,
allegedly, with the Department of Justice to take care of their own
matters.

Mr. LYNN. I have read in the CIA Commission Report that there
was a working relation. As I read the report, I believe they recom-
mended that something be done about that.

Mr. GIAIMO. You are telling me that if you learned of an illegal act
you would take it up with the intelligence "agency?

Mr. LYNN. As the first step. -
Mr. GIATMO. What else would you do?
Mr. LYNN. If I did not receive satisfaction there
Mr. GlArMo. Before we go further, what do you mean by receive

satisfaction ?
Mr. LYNN. That it wouldn't be done. I said prospectively. If it had

already occurred, that could be a different matter.
Chairman PIKE. The time of the gentleman has expired. We do

have a record vote on at the present time. I would suggest the com-
mittee stand in recess until 2 o'clock.

[Brief recess for the Members to vote.]
Chairman PIKrE. The committee will come to order.
Mr. L-ynn, I apologize for this interruption. I can only predict it

is going to happen several times before the day is over.
Mr. LYNN. Mr. Chairman, I understand that completely.
Chairman PIKE. We will do the best we can. When we said 2 o'clock,

we found there was going to be another vote in 5 minutes.
Mr. Stanton may inquire.
Mr. STANTTON. Thank you, Mr. Chairman.
Mr. Lynn, in your statement on page 17 regarding the reprogram-

ing of funds in which you state that you believe that significant changes
in the use of funds do not occur without your knowledge. I don't jues-
tion the sincerity of that belief, but I wonder about its validity. Upon

58-920--75--7
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what fact do you base that belief in view of prior statements you have
made in terms of not being able to account for shifting of funds on
previous questioning?

Mr. LYNN. In the course of the year, as we have testified, there are
numerous meetings; in other words, even when the budget process was
over, we participate in numerous meetings in which we are given, with
others, an update report of activities, and also, in addition to that, at
the end of the period, again, we get a full report in connection with
the next budget cycle.

Mr. STANTON. Does that mean that you monitor, for example, the
contingency reserve fund?

Mr. LYNN. Without getting into specifics of one fund or another,
there are funds, Mr. Stanton, where releases from them require OMB
consent, as well as Appropriation Committee consent--not committee,
excuse me, chairman consent.

Mr. STANTON. What controls, if any, does OMB place on that fund?
Mr. LYNN. I think, Mr. Stanton, if we are going to get into the spe-

cifics of a particular fund, we should do that in closed session.
Mr. STANTON. Mr. Ogilvie, when you got out of school just out of

curiosity, what did you do after you got out of school i What was
your career? We got'historical data on you, and Secretary Lynn said
it explained everything, but yours seems to have some deficiency. You
got out of college when?

Mr. OGILvIE. Yale University, 1965, I went to the Stanford Gradu-
ate School of Business and graduated in 1967. In June of 1967, I joined
the Office of Systems Analysis in the Department of Defense and
worked with Secretary McNamara for 21/2 years. I then left-

MIr. STANTON. Did that give you a deferment when you joined the
Department of Defense?

Mr. OGMLVIE. I did have a deferment at that point; yes, sir.
Mr. STANTON. Thank you.
No further questions.
Chairman PIKE. Mr. Treen.
Mr. TREEN. Mr. Chairman, T think we have exhausted the generali-

ties, and I am going to yield my time back so we can get to executive
session.

Mr. DELLUMS. Will you yield to me?
Chairman PIKE. You are going to be recognized next. I know what

you are trying to do. That is why I said you will be recognized next.
Mr. Dellums is recognized.
Mr. DELLUmS. Thafik you, Mr. Chairman. I will not pursue the line

of questions I raised with Mr. Lynn this morning, since Mr. Kasten
has indicated the desire to continue, but I would say, Mr. Chairman,
that I have a hunch that by the time we finish this investigation, what
we may very well uncover is a pattern in the administrative and regu-
latory agencies of either employees or former employees of the intelli-
gence community handling the transactions of the CIA and other in-
telligence agencies in those administrative and regulatory agencies
which, in my estimation, raises some extraordinary questions with re-
spect to the potential for abuse by building a quasi-closed society
clearly minimizing accountability with a rather large network of closed
and parochial relationships. Thit is to say, if members of the intelli-
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gene community are in administrative and regulatory agencies ostensi-
bly for the purposes of maintaining the cover of the activities of those
agencies, where is the civilian accountability? I think my question with
respect to half of the OMB staff being former members of the intelli-
gence community, without in any way questioning the integrity of the
three people before us, raises some serious issues with respect to civilian
control and civilian accountability of massive networks of former
agents or employers or employees in other agencies throughout the
Government, who see to it that the transaction of the intelligence com-
munity is in no way disrupted.

I would like to now go to a few very specific questions. What was
the extent of OMB's preknowledge of the American involvement in
Chile in 1973, Mr. Lynn?

Mr. LYNN. Mr. Dellums, as I said at the outset, we will be perfectly
happy to testify in areas of our competence in closed session as to
specific matters that do involve classified matters, but I have to respect-
fully say that I don't believe we should do that in general session.

NI r. DELLUfMS. I accept that. We will ask those questions in executive
session. Let me go to the issue of proprietary wholly owned corpora-
tions. Is fiscal assistance defined specifically in the CIA budget?

Mr. LYNN. I didn't get the question.
Mr. DELLUrMS. Is fiscal assistance for proprietaries defined specifi-

cally in the CIA budget? In other words, do you assist the CIA with
respect-

Mr. LY.N. Do we assist the CIA?
Mr. DELL-MS. With respect to defining the fiscal matters of propri-

etary corporations? Are they listed with the CIA budget!. Do you
assist them in the development of their budget accountability with
respect to profits and what-have-you from proprietary corporations?

Let me make it very simple: It is clear to me that the intelligence
community has wholly owned proprietary corporations. Do you assist
them in any way in the development, maintenance, transfer'of funds,
development of resources, disposition of profits, expansion of those
proprietary corporations? It is a straightforward question.

Mr. LYNN. I think the most, I can say in open session, Mr. Dellums,
is that there are occasions when we will know about a certain area,
and that would tend to be wi'here it was of large magnitude. Beyond
that, again. I think we oiui,,ht to pursue that in closed session.

Mr. l)EIT,rs. )oes 0Mf B approve CIA proprietary decisions to ex-
pand, invest assets, sell assets. or dissolve corporations or companies ?

Mr. LYN.N. What I wollld like to do, Mir. I)ellums, if you have a'
whole series of questions on proprietaries, we will be more than happy
to answer them, but I would appreciate doing it in closed session. ln-
fortunately, the place we find ourselves is in a very gray area and line
as to whether I am carrying out or not carrying out my responsibili-
ties under these classification laws, and I want to tell you everything
I can in open session. I want to tell you everything I can, period, in
closed session, and I am not quite certain where that line is.

Mr. I)ELrUtms. Thank you. Then I will raise the question so you can
prepare the response.

Are proprietary profits used for expansion of the proprietary? Ex-
plain the procedure for divestiture of CIA proprietaries. Does OMB
approve the transfer of funds from a proprietary to other proprietar-
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ies or to the CIA? Does 0MNB approve transfer of funds among and
between CIA proprietaries? Does OMB a pp rove CIA proprietary de-cision to expand, invest their assets, to sel1assets, or to dissolve? To
what extent does OMB review and approve CIA pro prietaries, their
establishment, program activities and procedures, and is fiscal assist-
ance for prop rietaries defined specifically in the CIA budget?

I will leeply appreciate it if I could got those specific responses with
respect to your activity, with respect to the CIA or other intelligence
communities' proprietary corporations.

Mr. LYNN. We look forward to working with you, sir.
Mir. I)ErLc'rs. Thank you very much.
[The following information on budgetary procedures relating to

CIA proprietaries and OMB involvement in those procedures is
provided in response to Mr. Dellums' questions:]

(1) business records of proprietaries are maintained on a basis consistent with
standard accounting procedures to which any private business is subject; these are
not directly relatable to traditional governmental practices;

(2) for f)udgetary purposes, propritaries are considered the same as regular
commercial firms with which the agency has contracts for goods or services;

(3) CIA attempts to operate its proprietarics on a break-even basis, with income
offsetting costs;

(4) funds used by the agency to capitalize proprietaries are in the regular CIA
budget and are reviewed by 0\1B;

(5) subsidies, justified on the basis of maintenance of necessary capabilities,
and CIA contracts with proprietaries are also carried in the budget and are re-
,viewed by OMB;

(6) annual operating profits (or lo- s) are not reported to OMB;
(7) in selected cases where significant fund. have resulted from proprietary

profits (net income) or from liquidation of proprietary asset,, OMB has partici-
pated in deliberations leading to the disposition of these funds.

OM1IB's involvement in deliberations leading to the disio.sition of fund can be
sen in two recent exaniples. In 1974, with the approval of the intelligence appro-
priations subcommittees and O.MB, a specific am..)unt of profits from one propri-
etary was used to offset a part of the agency's requested appropriation. In 1975,
the sizalile proceeds from the sale (if a lproprietary were, after consultation with
OMB, turned over to the Treasury as miscellaneous receipts.

Chairman PInE. Mr. Murphy.
Mr. Muiziiiy. Thank you. Mr. Chairman.
Mr. Lynn. keeping in mind 'Mr. Giailno's line of questioning. and

your answers thereto. especially your response to his question about
wlat yon would do if voni became aware of an illegal act or illegal
activitv. Your answer vas that you would bring it to the attention
of people higher than voii

Mr. LYxx. Could I amplify a little ?
Mr. "MurplHY. Yes.
Mr. LYN. First of all. I was referring to prospective acts, not

ocelrred yet.
Mr. MNupiiy. I am also referring to prospective acts, because what

has happened has transpired.
Iav.& you had occasion since your employment, you or Mr. Ogilvie,

or th e gentleman on your right: to bring to the attention of the Presi-
dent of the United States any illegal activity or any illegal act?

Mr. Lvxx. For myself, I would say no; I have not.
Mr. OCIivIE. No.
lr. ()'N4:ii,. Nor have I.
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Mr. MunPiiY. This committee is searching for ways to bring the
intelligence agencies back to eye level with the people. I would ap-
preciate if you would make available to this committee-and you may
have to do this in executive session-a list of recommendations that
0MB, or Mr. Staats' bureau, could do to keep a closer watch on
intelligence activities and bring down their activity to a level where
we in the Congress, at least, would be able to monitor their activities
and their expenditures, where the money goes and how it goes.

I would like your recommendations. If you were free under the
Federal statutes to do so, what recommendations would you have to
make?

Mr. LYNN. Mr. Murphy, this will be done. The President is very
concerned in this area; witness his appointment of the Commission
to investigate it. He has given each of us in his Office a responsibility
to work with those recommendations, as well as our own views, and
put together our recommendations to him as to what ought to be done
to improve this situation, and I think you will find it just a short
period of time before the President's recommendations will be made
and action will be taken and, of course, as part of that, changes in
our area are being explored carefully.

Mr. 1MTRPiiry. I appreciate the President's responsibility in this mat-
ter, but I am speaking as a Member of Congress and our responsibility
to our constituency. I don't want to get into the Rockefeller Commis-
sion, but its job on the CIA and intelligence activities is not as en-
compassing as the mandate the Congress has charged this committee
with.

Thank you, Mr. Chairman.
[By letter of November 12, 1975, Mr. Ogilvie responded to Mr.

Murphy's request as follows:]
As I reported to you in my letter of October 10, 1975, the OMB staff review

concerning oversight in monitoring Intelligence activities and expenditures is still
iinderway. We will inform the Select Committee as to any decisions and activities
that are taken.

Mr. DELLUMNS. Will you yield?
Mr. Mm'PiY. If I have any time left.
Mr. DELLUMS. May I ask the Chair a question? Is the committee

in possession of the 1973 Schlesinger OMB study?
Chairman PnE. The committee is not in possession of the 1971

Schlesinger study.
Mr. DELLTMS. 1971 study, 1973 report.
Chairman PIKE. The committee staff has been given access to it, has

prepared a report on it, and that report is available to you.
Mr. DELLumS. Thank you.
May I ask, Mr. Lynn, has OMB looked at duplication and waste

in the intelligence community, and, if so, when, how, what were your
conclusions, and what has been done to correct the situations that you
pinpointed?

Mr. LYNN. The answer to the first part of the question is yes, we
do; the second part is constantly; the third part is-

Mr. DELLUM S. What were your conclusions?
Mr. LYNx. We have found waste; we found inefficiencies as OMB

does with other agencies and departments, and I think, as our earlier
testimony indicated, we raise these issues with the intelligence corn-
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munity, the factor of it that is involved, try to get change, and we
sometimes do, often do. There are times where there is honest dis-
agreement as to whether it is truly waste and where there is such a
disagreement, the matter gets escalated.

Mr. DELLUmS. Do you think there is need for 11 or 12 different
intelligence-gathering agencies-NASA and Defense Intelligence are
in many ways gathering the same intelligence, operating in the areas-
whether or not that is necessary?

Mr. LYNN. As a personal matter, Mr. Dellums, I have gotten into
this for the first time in the spring reviews, and if I might. I would
like a little more time to continue the work I have started before I
have an answer to that, but I certainly think that is an area to be
looked at. but. I don't kiiow where I coite out on it at. the moulieiit.

Chairman PiiiF. The time of the gentleman has expired. Mr.
K(asten ?

Mr. I(,xs'nx.,-. I want to go back to a couple of questions you weren't
able to complete before. We established that three out of the six people
that we were working with in OMB came from the CIA. I want to
just clarify the points that Mr. Driggs, who is working inhyour anal-
ysis of NA and a number of others in the military. Is it true that
he, from 1069 to 1972, was working in the military intelligence agency

and that he came directly from the military intelligence to 0MB?
Mr. OGILVIE. Mr. Kasten, he was a member of the U.S. Army. and,

at that time, worked in the intelligence area. ie was in the Army.
Mr. KASTEN. Thank you. On the other side of the coin, am I cor-

rect that this person's counterpart at the CIA, particularly Mr. James
Taylor, who is Deputy Controller of the CIA, is a former CIA budget
examiner for OMB?

Mr. OGILVIE. T just don't know the answer to that question.
Mr. O'NEILL. The answer to the question is yes. And before his CIA

assignment, I might say, he was the OEO examiner.
fMr. KAS'VEx. Ite came from-

M r. O'NEILL. I am making a point that I think really is counter
to the point and the line that you seem to be trying to establish in
the record, that people who work in this area only ever work in this
area.

Mr. KASTEN. I am not trying to make , point that there is any
problem here, but trying to get on the record some facts that I think
may be important to analysis that may come up.

[r. Ogilvie, you were working for the systems analysis group up
until December 1969. Is that, correct?

Mr. OGILVrE. I think December is the right month.
Mr. KASTEN. You were released when, from the military, or from

that job. June 1970?
Mr. OGILVIE. No. sir, I don't believe it was in June. I started in

June of 1967, and I left a little over 2 years later, and I think it was
November or December of 1969.

Mr. KASTEN. Was your last job in the military and your last job
with the Defense Department in the systems analysis? Did you have
a job other than the Southeast Asia job before you left, or was that
your last jobI

Mr. OGTLVTE. That was the only area I worked in in the Defense
DepartmentL
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Mr. KASTE,.N. And after that, you joined ICF, Inc., a Washinton-
base(l firm; is that correct?

Mr. OGILVIE. That is correct.
Mfr. KASTIEN. I have done just a little bit of work, and we tried to

see--ICF, Inc., or Inner City Fund, Inc.; is that correct?
Mri. Ocmovm. It was called that.
Mr. 'STEN, Neither are listed in Standard & Poors. Dun & Brad-

street's l)irecDtory, 1un and B r.dstreet's Middle Market. tle Consul-
tants and Consutlting Organizations' directory, according to the
Corles'ional Research Service, but it seems to rue this must be the
coinlIiny that was formed February 2, 1970, Inner City Fund, Inc., in-
corporated in the State of Pennsylvania. Is that correct ?

Mr. vIJNTE. I think that is the same one ; yes, sir.
Mr'. K-.ksTEx. On November 11, 1973, JInnier City Fund changed its

nae to ICF, Inc. , is that correct?

ir. OiiFvwI. That is correct.
Mr. EhASTEN. Its purposee was listed as management and economic

services to Goverlment and businesses.
Mr. OGILVIE. That is correct.
Mr. I.xsn',;. What is-tie nature of this company?
Mr. OGILVIE. It is basically what I would call a public policy con-

sulting company. We do work for many agencies in the Federal Gov-
ernment, a number of State and number of local governments, as well
as some private corporations. The company, with which I am not af-
filiated, has, I think, approximately 30 professional employees, and
the bulk of their work is done in the energy business, the environ-
mental buiness, a lot of work in health, a lot in education.

M r. KASTEN. Aren't the officers of this ICF, Inc., or Inner City
Fund, Inc., primarily former Defense system analysis people?

Mr. OGILVIE. There are a number of people who come out of the
same office I worked in. I was one of the founding partners of the
company in 1969.

Mr. KASTEx. Has there ever been or is there now any relationship
between ICF, Inc., or Inner City Fund, Inc., and the CIA, or any
CIA activities?

Mr. OGILVIE. Absolutely none.
Mr. KASTEN. Does OMB have any knowledge of present or former

0MB employees who have subsequently worked or are currently work-
ing for any intelligence agency?

Mr. LYNN. I wouldn't know that, Mr. Kasten. I wouldn't know
whether the gentlemen with me would know that.

Mr. KASTEN. If you had a person on the payroll of CIA working
for OMB, you wouldn't know that?

Mr. LYNN-. I would hope so. I thought it was the other way around.
State your first question again.
Mr. KASTEN. My first question was, do you have OMB, does OMB

have any knowledge of present or former OMB employees who have
subsequently worked for or are currently working for any intelligence
agency?

Mr. LYNN-. You mentioned one as a possibility but I just don't know.
You said, Paul, the one person-Taylor, what is his name, at the CIA,
was one who worked for us.
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Mr. KASTEN. Have you in your management review function ever
looked into the problem of detailing of employees between intelligence
agencies and other branch departments, executive branch departments,
people being detailed from the CIA to executive branch departments?

Mr. OGILVIE. We look at all detailees by all agencies.
Chairman PIKE. The time of the gentleman has expired.
The committee will stand in recess. We have a record vote that

should be only one record vote. We will try to be back at 2:45.
[Recess taken.]
Chairman PIKE. Tlhe committee will come to order.
Mr. Aspin may inquire.

r. ASPIN. Thank you, Mr. Chairman.
Let me ask this question: Did, at. any time when you were doing

the budget for the CIA or any of the defense agencies, at any time
you were working on that budget. did it ever occur to you tlat per-
haps in some, way they were exceeding the authority which was laid
down in law? That they were doing somlletling illegal ? Did that ever
arise? Did any budget examiner ever raise tlat, issue ?

Have vou ever talked about that among yourselves ? Did the thought
ever cross your inind at any time you were dealing with one of tlese
budgets for one of these agencies ?

Mr. LYNN. I haven't gone through a budget process with tIem yet.
Mr. OmirI.vE. et ine answer. if I may, MI. Aspin. in two parts. All

during the time we were reviewing the budget last fall there have
been allegations of illegal activities and anuses of authority in the
intelligence world and, of course, the idea was firmly iml)lantOl in my
mind

Mr. AsPIN. Before it became public?
Mr. OGmvin:. I wasn't in this position before it became public. I lhave

only been the Associate l)iiector for a year now and tlere have been
public allegations for a number of year's.

I was in a lower job in the Office of "Management. and Budget prior
to that time. In the position where I am now reviewing the intelligence
comlnunity budget. I have only been there for a year and can't speak
to the time before that.

Specifically with regard to whether or not any budget examiner
brought to my attention an illegal act. or an abuse of power, the answer
is "no".

Mr. AsPiN. Or did anybody ever talk about it? Did the thought ever
cross anybody's mind over there, to your knowledge-before it was
made public, at which time everybody had some thoughts about it, but
did it ever occur to you people who are supposed to be overseeing this
budget that perhaps all was not quite legal?

Mr. OGILVIE. I can't give you a very good answer because I have
only been doing it for a year.

Mr. AsPiN,,. From your own experience and your own knowledge
as to what you have heard other people say and other people talk
about, didn't anybody ever say when this came out, wasn't there any
talk over coffee or lunch. "We should have known that," or "I thought
this was wrong," or "when I was doing this it didn't look right?"
Didn't.that discussion ever occur to anybody over there?
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Mr. Ooyvw. I have had no personal discussions about the specific
instances that we had known about in advance.

Mr. AsPix. If there isn't. I would find that completely incredible.
What I am trying to tell you is, you know, I have been told time

and time again that the 0MB oversight of the CIA is lousy and any-
body who ever worked at 0MB and talks about it doesn't say it is
lousy but it is not enough good. They say there's not enough people
on) it. You say there is.

There is too much deference to the National Security Council, too
much deference to the Director, too much deference to others.

You say by inference that is not true. We don't look at the overlap
and the duplication. You .say no, you do look at the overlap and dupli-
cation: that you don't, shoot down projects. You say you do shoot
<down projects.

You can't have it both ways. If you are really doing this job and
then somehow all of this comes out'and it never'occurred to anybody
that anything was there. I find that incredible.

Mr. LYNN. Does anybody sitting in my job or these gentlemen's
job. in ligllt of tle allegations that have been made, and in some cases
actual diselission )y people involved, raise doubts in his mind as to
what tlhey might be doing? Of course, such doubts are raised, Youcharacterized my1. testilnony a moment ago aid 1 ain not going to stand

on your chiaracterization.
Y"ou have given a summary of my testimony that I will not agree

with. I will stand on what I have said for the record, but if you care
to take lmy test imony and put your own lpat ina on it. and I will stand
only on what I sai(l.'1v not taking it point )y 1 oiit it no wayThcalns I
agree with your characterizat ion of my testimony.

Mr. AsPiN. Let me follow with the question, if you bad doubts and
if there were doubts and if vou do realize now ihat all of this was
going on in spite of the fact t'hat you were supposedly overseeing this
budget, h)ad all of this .gone on. h-l at does that do? Was there any
review. was there any report. was there any reexamination of the way
03M11 (oes their job. vis-a-viZ the ('IA €

Mr. Lvxx. There is certainly. Mr. Aspin. a hard look being taken at
it now. As we said. we think 'it would be advisable if you care to go
into the time periods that were involved, that you call as witnesses
the people who were there then.

A, to our current attit(le. I think the people who attended my
spring review this year would tell von I was asking a number of
searching questions as to (1) what is our proper role; (2) if those are
the roles we can perform. how can we perform tlem better than we
are doing now. I have asked for all that to be worked up so I can make
up my own mind.

Chairman PIKE. The time of the gentleman has expired.
Mr. MILFORD. I will vield to Mr. As1)in.
Mr. AsPii. Will there be a formal report of whatever changes

might be necessary ? Is there some kind of formal review in the works?
Mr. LYN,. There will be a formal review and we will make our

recommendations to the President.
Chairman PIKE. The gentleman from Texas, Mr. Milford, is recog-

nized for 41/2 minutes.
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Mr. M11-oRD. There is a debate between Members of Congress and
citizens of our country concerning public revelation of intelligence
budget figures. Most agree that it would not be wise to release in-
dividual intelligence agency budget figures but a large number feel
that the total intelligence budget figure should be released publicly.

Now, as a management. expert. do you, sir, feel that all or any part
of our intelligence mission might possibly be compromised if we
should begin to release the total intelligence budget figure each year?

Mr. LYNN. I notice, Mr. Milford, that the President's Commission
on the CIA recommended that consideration be given to disclosing
part of the budget.

You mentioned I have some management experience. I like to think
I have some. I think the only justification, however, for not divulging
overall figures, even, is the security one, and on that. as to what can be
told from it or not. I am frankly looking at that myself.

I don't know whether it would or not vet, but I am asking that same
kind of question, but in d(te course, as'I answered to Mr. Aspin. we
will be making our recommendation.

I can see l)roblelns with it. Once y6u have an overall figure. chllanes
from year to year, I suppose, could naturally signal something,. and I
have a hunch that may be one of the things that drove the statute
Congress had some time*4 ago. I think we all should take a look at evrv
one of these avenues and see how can we do a better job of. on the one
hand. having the kind of public debate that typifies the programs of
the United States generally. and on the other hand, give due regard to
the secrecy essential for intelligence operations.

I think a fresh look at this makes a lot of sense, and that is why I
welcome the opportunity to come before this committee.

Mr. MILrFORD. There has been some prior discussion here today con-
cerning the fact you employed several ex-CIA people as top members
of your stall. There has also been sone dis-cussion to the overall abun-
dance of Ivv Leaguers in vour staff.

Now. while the absence of graduates from the sonthwcst confer-
once may give me rvason to question the quality of the, educational
levels on y-our staff, I am not ready to condemn your uw of
ex-intelligence people.

Isn't it a fact that intelligence work is a highly specialized field
wherein reasonable competence on the part of your staff members re-
quires them to have prior intelligence training?

Mr. LYs-NN. It is certainly extremely useful.
I would like to say, Mr. Milford. I probably should disclose that

when I was an enlisted man in the Navv. I had access to secret and
maybe in one or two cases top secret information as an electronics
technician's mate, and I hope that wouldn't disqualify me from pass-
ing on the budget of the Navy, but what I am saying is. I like your
point. I think you have to take each person as he or she is and look at
them. There is always an opportunity for abuse.Whether you are talk-
ing about a person coming out of a business community to take a busi-
ness job or somebody who comes out of the intelligence community to
take an OMB job. I don't think we should just do some general
surgery here with respect to saying, if you have been in the CIA. you
better stay out of OMB; you better stay out of the rest of the
Government; once you have been in the CIA, there is a kind of a mark
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over you; you can't do anything else that has anything to do with
the Government because you are suspect. I don't think that is the way
to run the Government. You should take people as people are.

Mr. ILFORD. It would appear in a technical job of this nature, you
can't, take a muleskinner and make him a 707 pilot, I agree.

Mr. LYNN. If I can get, that expertise and get a man of integrity,
that is what I would like to have. I haven't gotten to know these people
well, but from the occasions I have worked with them, they seem to be
people very much dedicated to this country and dedicated to doing a
job of the kind 0MB is supposed to do.

Mr. DELLt US. Would the gentleman yield briefly to me for a
comment ?

I would just say to my colleague, I am not trying to assert that
former CIA employees should not work in the Government. I would
think that woiild be extremely prejudicial, but it does raise a serious
question with members of the intelligence community taking jobs that
are in direct relationship to activity carried on by that intelligence
community.

Now, that raises a serious parochial question I think we need to look
at very carefully.

Chairman Iirt:. The time of the gentleman from Texas has expired.
Mr. Johnson.
Mr. JoiN-so.-. Thank you. Mr. Chairman.
Mr. Lynn, before I resume the line of questioning we were on this

morning when my time expired. I wanted to ask you do you know of
any statutory limitations on covert activities that might be directed by
the National Security Council?

I don't know of any. When we talk about the CIA perhaps engaging
in illegal activities, as far as I know there is no statutory prohibition.
That is something I hope we will look at. Anything that would tell
what constitut -s illegal covert activity.

Mr. LYNN. I have to say to you. sir, I have not looked at it as a lawyer
from my prior incarnation. I have asked for further information my-
self as to what. limitations there are in the statute. to beconie familiar
with them. but I have to say to you I have not done independent legal
research with respect to the issue, but it is something I want to become
more familiar with, too.

In a way, all of this has been very useful to a new Director of OMB
because it gives me some priorities in areas I want to lok into.

Mr. JoHi,,soN. Is OMB making decisions as to which agencies and
where CIA money is distributed within the budget?

Mi'. 0(;IIxw. We (1o that jointly with the affected agencies that are
involved with the intelligence community budget.

Mr. JoiNSON. Then you have records as to how much money goes
into each of these agency budgets?

Mr. OGLVIE. Yes, sir, and the Secretaries of the appropriate agen-
cies are fully informed.

Mr. Jo-.soN. I would like to reiterate the question we closed with
this morning. The CIA funds, we established, were not subject to au-
thorization by the Congress.

Mr. OGILVIE. They were appropriated annually by the Congress
but not subject to a specific annual CIA authorization process.



102

Mr. LYNNx. There is oversight julrisdict ion, but t here are not authoriz-
ing statutes beyond the general charter given to the-the charter given
to the CIA by law.

Mr. JOHNSON,. So these funds are classified as not being authorized?
Mr. LYNN. In that technical sense, I think that is right.
[Mr. Lynn subsequently qualified his response as, follow. "In -Ilie

sense. I think that is riidllt : llowever. tile CIA\ Act of 1919 authorized
CIA to use funds for the purpose out lined in the act."]

Mr. Joiixsox. Then I ask you if there were other funds used in the
foreign intelligence program wlich are also not subl)ject to aut horiza-
tion. At that point your answer, if I-recall. was that you did not know.
All tlree (of you said th at. Is t at correct ?

You did not know if there were other funds used in foreign intelli-
geiice programs which are also not subject to aut horization ?

Mr. LNN. We may be getting into a se mantic prol)lem on "author-
ized." I tend to look at autlorizations as a kind of line item authorizing
language of a section program iln 11- I) or a NSOA:A provri iii in Coin-
merce, where every 2 or 3 years you have to go back to Congress and
get a new authorizing statute.

I would like my answer taken that way.
As far as their being antlioriz'ed )v lw ill tihe broad sense,

there is autlhorization to be found in the statute books of the united
States for CIA funds.

Mr. JOHNsox. There is no specific autlhorizat ion?
Mr. LYNX. Not like annual :lplropriations ant horization.s that

generally go Ilrougli a two-stoe) l)ro(('-,.
Mr. ,IoHNOX. Are there other funds treateI similarly ?
"Mr. 1 ):1ix 1 I nm ot a techn11icianl olI Ilie aiitIo(Iiz:at 1011)-1j prl iria-

tion I)roces;. but I 1* leve there are other funds that are (ot sl t .ifically
authorized in that sense.

.Mr. JO.,NsON.. Are there other funds related to foreign intelligence
programs that are treated similarly to thle ('IA proce(lire ?

I will vield to Mr. Giaimo but I vould like an answer.
Mr. O(5m-if. I will stand on my first answer. which is I don't know.

I know there are funds that are not authorized specitically that are
spent by lots of agencies and they may be. under the Ecohomy Act,
transferred to hle (IA, but the short answer is, I (lon't know whether
that specifically occurs or not.

Mi. LYNN. Mr. .Johllnson, I think this is the area where if I were to
ask you questions. or Don were, to clarify the intent of your question
and'we get into the answer, it would be in the closed session, but we
wold be hap)y to puIrslie this so we can be sure we are communicating
with each other when we get to closed session. It will make the dialog
a lot easier.

Mr. ,oiixso.,-. Another question and answer this morning was
whether or not CIA handled other intelligence activities funds.

Mr. OoILvl:. The CIA does receive funds from other agencies. as
I mentioned this morning.

Mr. JoHN,,sox. Over and above their budget?
Mr. OcGiTuN-. Transferred from the Economy Act..
Mr. JOHNSON. Over and above their budget?
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'Mr. OGILVIE. Yes, sir, but they are included in someone else's budget.
The same as EW trallsfer1s funds to the General Services
Adnministratiolh.

r. JoitN.so.,. They are identifiable to the Congress?
Mr. OGIHXIE. They are identifiable; yes, sir.
Chairman ]:l. The time of the gentleman has expired.
Mr. layes.
Ml. HAY: S,. )IT. L.ynn, since 1971 apparently the Office of Manage-

flielit aiid Bii(t 't hge as 1alti(ipated lin preparation of Consolidlated
progrunm bu(lgets as a imleer-that is, represented by a senior
representative -on the Intelligence Resources Advisory Committee. Is
thai orlrect ?

Mr. OGIIvN. I forget exactly the words that you called the consoli-
dated budget. I believe what you are ieferrin to is the consolidated
recommendations of the I)irector of Central Intelligence which are

provided to the lPresident through 0MB. One group which advises thr
director of Central Intelligence on those recommendations and on

overall resource issues is the body that you mention and OMB is a
member of that. but in the. technical sense'of the word "budget" as this
Congress uses it, it is not a formal budget.

This is the point Mr. Aspin and I were discussing this morning.
Mr. IAYES. Is that not a unique position as far as OMB is concerned?

For example, you do not participate in a similar group with regard to
prel)arat ion (-4 an overall e(lucation budget or health budget or housing
budget or anything else ?

In other words. your usual involvement with budget preparation is
as outlined partiellbarlv in tl( fi- ist eighllt pages of the )irector in
testimony today: is that correct ?

Mr. L YN,.,. But. "Mr. Haves. I would say as we identify overlapping
problem areas or opportunity areas in the intelligence l)udget we will

ave another program Associate Director-Don Ogilvie's c@)unterpart.,
let's say between economics and .general government-be there beau. e
we find so many similar. soinetlinleS overlal)l )ing statitorv prograil
in different territories. So in' our consideration of one department's
budget. we will bring in other people in 0M B to check with to deter-
mine the relative priorities of those programs intended liv statute to
hit the same or similar problems.

Mr. h.AYrs. In no way under those circumstances do you participate
in a formal way pursuant. to any kind of presidential organization.
whether formal or informal ?

Mr. Ly,,. No: sir. The closest we come to that is if there is a major
issue involving, sonic policy apart from dollars that may be a domestic
counsel task force put together to look at those things in the policy-
making mode and we will participate as a member of that task force
wlich can involve as many as five Cabinet members.

Mr. I[AYES. Do you think perhaps the position of OIB. as I under-
stand it, as explained byv Mr. Ogilvie, in regard to the intelligence re-
sources advisory position. perhaps compromises the point of view of
0MB ? In this sense, that you become a participant in evaluating and
in the preparation of a consolidated overall intelligence budget, along
with the I)irector of Central Intelligence. lie actually chairs that body.
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I)o you observe in that sense-since you have participated in the over-
all decisionmaking of the preparation of that budget, do you think
that tends to compromise your position in being able to look at it. ex-
amine it in an objective way, as you do in regard to other agencies of
Government?

Mr. OGILVIE. Mr. Hayes. I think quite to the contrary, it provides us
,with a unique opportunity to make our views and our recom-
mendations known during the process that that budget-that the
Director's recommendations are being formulated.

If I might take a minute to explain further because I think it. is
important: The recommendations that the DCI provides to the Pres-
ident are only that. They are not a budget as I mentioned before.

Mr. HAYES. I understand. Let me interject at this point if you will
yield to me. Why is it a practice not followed then in regard to all
the other agencies of government.? Why don't we (1o it with regard
to Health, Education, and Welfare, or with regard to I)efense?

Mr. LYNf. Mr. Hayes. it does occur issue by issue in other depart-
ments. When I was at Commerce and again when I was in IUI), at
my urging-and very frankly because I had some hopes in some of
this, if you can't lick them, join them; have OIB in, so at the last
minute they won't, be screaming about my budget. I would have them
in on our study from the very beginning on a major policy issue.
Something I find they will agree with me. but when it got the Pres-
idential decisionmaking many times even though I loved them to
death and brought them into the process they are pounding the table
on Ithe other side.

Mr. -LAT Es. Mr. Lynn, do you not draw a distinction between the
fact that the Secretary of HUD is not able to spend on his own cer-
tificate., beyond which you may not penetrate and analyze? Do you
think there is a distinction between participating on that level, inter-
jecting yourself there and doing it on your own motion and. on the
other hand, operating in this Resources Advisory Committee at Pres-
idential direction in essence?

Mr. Oomxr.. Mr. Hayes, you seem to be leaving the impression
there is just DCI written authority to spend the money.

The process OMB uses to review CIA, or any other areas of the in-
telligence budget, is identical to the process that we use in IUD or
in Labor.

We go through the same level of detail with the same degree of
facts for the CIA budget that we do for the HUD budget or the
Labor budget.

Chairman PIKE. The time of the gentleman has expired.
Mr. Lehman.
'Mr. LEH.MA N. Thank you, Mr. Chairman. I guess I kind of feel like

an old-fashioned bookkeeper sometimes, but in this budget process I
would like to go back to the formulation of the budget and the execu-
tion of the budget. You can talk about budgets and talk about Gov-
ernment costs. Sometimes in business you have not only a cost center,
but a profit center. Basically the budget is made up of cost centers
111d profit centers. Is that more or less not correct in your general
experience of forming budgets?

Mr. LYNN. I am not quite sure where I find the profit center. One
of t i: things I found lacking in the Government is the bottom line to
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measure an activity by. There, isn't any "earnings per share" concept.
.Mr. LEHMAN. Certainly your costs could be everything from over-

head, gasoline, or even bribes. To get back to your profit centers, to
determine a profit center, you have a proprietary agency.

When you make up this budget, or you look over this budget, you
not only Lave to look over your profit and loss statement, but do you
have a balance sheet that you look over also that shows assets and
liability, and wholly owned proprietary agencies like CIA?

Mr. Lyxx. Do we have a statement showing their assets and
liabilities?

Mr. LmiMA-,. Right. Do you look at that?
Mr. LY.N. I don't think that is the approach, Mr. Lehman.
Mr. LERMAN. In pursuing that just a little bit more, if you are

making up a budget and you assume CIA has some proprietary or-
ganizations and some assets--maybe they have 100 shares of stock in
the stock market, I don't know-do you know whether CIA owns any
stockmarket holdings?

Mr. OGILVIE. No.
Er. LHM.. You don't know whether they do or they don't ?

Mr. OGILVIE. I do not know whether they do or not.
Mr. LEH MAN. In that case, if in fact you don't know whether CIA

owns .an assets in :InV coitany-do you or (1o you not ?
M [r. LyNNx. I said t little earlier, Mr. Lehman. if there should be

a situation involving a proprietary that was a major project of sig-
nificant outlay, that would come to our attention and we would analyze
it as a project.

Mr. LmIMAX. You are talking about big tickets.
Mr. LY.x. We would be aware of that. As to small things we may

well not be aware of it.
Mr. LEhMA. There was a big ticket operation in Miami according

to a recent article in Harper s magazine. It was supposed to be the
biggest CIA operation in the world. I don't know how big it is now.
I know it was ig at that time.

According to the information these two reporters have dug up, not
counting one outfit called Venus Technical Enterprises, there were 54
enterlprises in Miami headed by CIA.

Ilow can you know about your loss before you know about your
profit from the organizationsO I-ow can you make up a budget until
you know what are the assets you want to sell that the CIA owns?
In other words, you can dispose of certain assets or count on certain
profits. These are the kind of tllingrs you have to use in determining
N)r exvutive formulation of a budget.

If von are going to help CIA form a budget, then you must know
what they own, what they must dispose of and the potential profit
or past profit in the operation.

Therefore I am trying to find out. I guess. whether you can tell
Ime now, what is going on in the CIA in regard to its business
enterprises?

Mr. LYx. I can give some further elaboration, Mr. Lehman, but
again I think it, would be good to do that in closed session but I can
say to you on major proprietaries we would, where it has been brought

as a project, we would know of it and analyze it as a project within
the group.
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Now, as to whether though as a matter of technique we would every
year with this or any other agency ask for a list of their assets and
what they might dispose of this year so that you could cut down
the total amount net, that you lave to go to the taxpayers for-that
is what you are after, isn't it-I doublt that they do that.

Mr. LE SAN. 1 want to know whether the profit and loss disposable
assets are a part of your budgetmaking process with CIA.

I have one other quick question: Looking at the university and
college problems, can you tell me how much money the CIA spent
on recruitment at various colleges and in which colleges it spent that
kind of money

Thank you verv much and my time is ul).
Mr. FiELtD. Mr: Lehman indicates, and through your answers von

indicate, tlat there are certain things OMB does not know about CIA
funding anl so forthI and whletlher or not they own stock.

I would like to make a I)oint. This might not just be a matter of a
statutorv-tyl)e restriction.

For example, how reany people at 0IB spend full time working
on the CIA bud,zet?

.M1r. LYNN. One.
M r. FIwim. Out of a total staff of six ?
Mr. LYNN. Yes.
Mr. FIr.tn. Iow many people spend full time working on time NSA,

budget ?
Mr. OGHIE. The approximate number?
M1r. F Hrn. -ow many work on the budget ?

fMr. OG1LvwiF. The best, answer I can give you is one.
M r. LYNN. There are fields where, in the olportunities of the people

working under the branch chiefs they are walking under each others'
curve" when it gets to Paul O'Neill and1 me we will all be there.

Mr. F IELD. The fellow working on NS., which is a large and ex-
pensive organization-does he spend full time on that, on the NSA
budget?

Mr. 00VIx. I would say just about flll time. yes. sir.
Mr. FnLw. Isn't he also in charge for the Navy and Air Force.

looking at. their consolidated cryptologic program? It is a fairly
sophisticated program.

Mr. ()GII.vr]. Ife l(XS review that.
M r. 11' .), lie a lo reviews the advanced programs.
Mr. (;iIvI:. We are gretting into areas where I tliinlk we should go

into (lo ed Se!zion.
I r. l"IJ,1). I Ie also reviews the t nminiif, program.

iMr.OcT;r,Xivr. I can only come back to say I would prefer to discuss
tlme N al wonld 1)(e llappy to in (losed sezsion.

Mr. F:r+n. Mv 1)o)int is, tlii pei+on ().I h1as lookinl, at tle budget,
which is huge with a lot of people and very 'ompll)lex. tlhis one mal is
niot even working on it futll time.

Mr. Lyxy. I could take you agency by agency. department by
(lel)atnent in thet Government and slow you Ibigger buidg(ets an(1
equal numnl)ers of programs where thle initiation is exactly the sane.

'Therv may 1e a reason ]here.
Chairman Primu. If the .gentleman will yield. ho\\ caii von (o that

without telling us how big the budget is ?
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Mr. Ly.,N. That is right, and I can't do that until we go into closed
session.

Mr. Fi:,D. I would also point out there are only 6 budget analysts,
11 totally in ()1B, who can work on t}lis. I und;irstanl aiialyst.4 for
other agencies can use any of the 300 (Jr 400 people at. 0.B in support
of their efforts, whereastliese poor guy'ia ave to work by thein..,ln es
and that's it.

What I am saying is that, I want to inake it clear that 0MB really
has a very few people working on a large and complex budget. A
bud et with lots of hidden things and transferred funds and detailed
employees working for tile Defense Department but also working
for CIA.

This poor fellow balances this all out and makes sure it is working
all right. You have strange things happening that you don't have
elsewhere. It is a very difficult job, it would seem to me, for a very
few people.

Mr. LY.N. Mr. Field, I do think it is a worthwhile area to explore
as to whether or not, given different requirements here, there should
be more. I cannot say at this point there should be, but I think a very
legitimate area for us to look at is this area.

If you look at the programs from the standpoint of complexity, if
you take it. apart, from tie idea that there may not ha other checks al,-d]
balances, but just. complexity of program. size of program, number
of programs, what you descril)e is the situation throughout the ()M 1M.

Mr. FIELD. I would say it is probably much more intensified in this
particular area.

Mr. LYN. That is not true. That is the point I am trying to make to
you. As far as somebody in OM3B helping the HUD examiners you go
over to the new Executive Office Building or the old Executive Office
Building and look at the formal quitting time of 5:30. You won't see
anybody leaving the place. These people work as hard as anybody in
the Government. They don't have time to go over and help somebody
else crosscut. They are all busy and working very, very hard.

Mr. FrEtD. Other departments the size of NSA would have one part-
time person working on that. desk?

Mr. LY.N.N. When we get into closed session, we can give you some
comparisons tlat I think will prove my point well.

Mr. O'NEi.L. You should understand the relationship and I think
that is made well by the Social Security case. Whatever the nuinhr
is. for intelligence activities. I tIhink vou will find it is hard to believe
we are sP)enlding $7 billion as we are in Social securitv-and that
articularr agency has something approaching 100.000 peol)le-and we

hav'e one person" who htas worked in that area.
I think with regard to the statute for Social Security I doubt if there

is a person in the whole world who any longer comprehends what is in
there.

Mr. FiEL)D. 'We researched that and we understand that is a case
where he has support. from people in OMB. We will be happy to receive
back the report on that.

Chairman PIxKE. The House is now having a record vote. Before
we go over there. I would be very happy to entertain a motion.

M '..M'( ':v.1MI1. ( 'hairv:1 . I Illove tle committee do now resolve
itself into executive session and I ask for a recorded vote.

5 -'-"0 _75S
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Chairman PiKe. The rules require a recorded vote. The clerk will
call the roll.

The Cm . Mr. Giaimo.
Mr. GiAI o. Aye.
The CLIj=. Mr. Stanton.
Mr. STANTON. Aye.
The Cimurx Mr. Dellums.
Mr. DE mtMs. No.
The CLERK. Mr. Murphy.
Mr. MuRm~. Aye.
The Crmur. Mr. Aspine
Mr. AsPIN. A e.
The CLRK. Mr. Milford.
Mr. MmmORw. Aye.
The CLRmu. Mr. Hayes.
Mr. HAYEs. Aye.
The CLrt. Mr. Lehman.
Mr. LEHMAN. No.
The CLERK. Mr. McClory.
Mr. MCCLORY. Aye.
The CLERK. Mr. Treen.
[No response.]
The CLERx. Mr. Kasten.
Mr. KASTEN. Aye.
The CLmm. Mr. Johnson.
Mr. JOHNSON. Aye.
The Cru. Mr. Pike.
Chairman PIKE. Aye.
TEn ayes, two noes. T1he committee will go into executive session.

While we are voting, I will ask that the room be cleared.
V



U.S. INTELLIGENCE AGENCIES AND ACTIVITIES

Part 1: Intelligence Costs and Fiscal Procedures

MONDAY, AUGUST 4, 1975

HOUSE OF REPRESENTATIVES,
SELECT COMMITTEE ON INTELLIGENCE,

Washington, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 2118

Rayburn Office Building, Hon. Otis G. Pike [chairman-], presiding.
Present: Representatives Pike, Stanton, Dellums, Murphy, Aspin,

Milford, Hayes, Lehman, McClory, Treen, Johnson, and Kasten.
Also present: A. Searle Field, staff director; Aaron B. Donner,

general counsel; John L. Boos, counsel; Roscoe B. Starek III, counsel;
Roger Carroll, Charles Mattox, Edward Roeder, and Emily Sheketoff,
investigators.

Chairman PIKE. The committee will come to order.
We are pleased today to have as our witness the Director of Central

Intelligence, Mr. William Colby, who will be testifying today in that
capacity. On Wednesday he will assume his other hat and come and
testify as the head of the Central Intelligence Agency.

You may proceed, Mr. Colby.

STATEMENT OF W. E. COLBY, DIRECTOR OF CENTRAL INTELLI-
GENCE, ACCOMPANIED BY MITCHELL ROGOVIN, SPECIAL COUN.
SEL TO THE DIRECTOR OF CENTRAL INTELLIGENCE

Mr. COLBY. Mr. Chairman and members of the committee, I am
pleased to have this opportunity to present to you today the structure
of the U.S. intelligence community, and to provide what I hope will
prove to be insight into how it is organized and how it operates. I
understand that you ask that I focus today on the community as a
whole, and turn to CIA specifically on Wednesday. I also understand
that you wish especially to cover our budget procedures and the budgets
themselves, as a way of investigating the degree of what might be
called the command and control of this important activity. I will cover
as much as I believe possible in this open session; I will then seek your
agreement to cover the remainder in executive session.

I know we will debate the need for such a step, but I would hope we
could proceed first with the open part.

"Community" is a particularly apt phrase to describe the structure
that performs the important task of providing intelligence to our Gov-
ernment. The intelligence community exists in the same sense as does
any other group of people involved in a common endeavor. It is a set
of bodies (in this case, Governmental ones) operating within a fairly

(109)
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well understood procedural frainework which enables its members to,
pursue a common objective: Providing intelligence to those who need

COMMUNITY MEMBERS

The intelligence community involves all or part of the activities Of
several departments and agencies of the executive branch:

The Central Intelligence Agency, Defense Intelligence Agency, the
Bureau of Intelligence and Research, Department of State, National
Security Agency, Army, Navy, and Air Force military intelligence or-
ganizations, Federal Bureau of Investigation, Treasury Department,
and Energy Research and Development Administration.

There are, in addition, a variety of intelligence-related activities
which, while not a part of the community as such, nonetheless make
significant contributions to information available to the overall U.S.
intelligence effort. Among these are general reporting from our embas-
sies abroad and the intelligence activities reprti omiouy mbce
structure, referred to as tactical intelligence.

This community reflects the basic intelligence concept contained in.
the National Security Act of 1947. This established the Central Intel-
ligence Agency under the National Security Council to advise the Na-
tional Security Council concerning foreign intelligence activities of
the other governmental departments and agencies, to recommend to the
National Security Council the coordination of the intelligence activi-
ties of other departments and agencies, and to perform services of
common concern centrally. It was provided, however, that other de-
partments and agencies should continue to collect, evaluate, correlate,
and disseminate what was identified as departmental intelligence, that
is. intelligence for department purposes.

The act clearly contemplates the present structure of the agencies
and departments working on their own on matters of individual inte--
est but coordinating and collaborating with the Central Intelligence
Agency to provide the best service to the National Security Council.

[The National-Security Act of 1947. as amended (50 U.S.C. 402,
et seq.), and the Central Intelligence Act of 1949. as amended (50
U.S.C. 403), are printed on pages 403-08 and 409-17 the appendixes.]

TiE DCI'S ROLE

Under the provisions of a Pr'esidential memorandum issued in No-
vember 1971, -which was reaffirmed by President Ford, I have been
charged to report to the President and the Congress on "all U.S. intel-
ligence programs." Specifically, I am under instructions to assume lead-
ership of the intelligence community; improve the intelligence prod-
uct; _review-all intelligence activities and recommend the appropriate
allocation of resources.

CONGRESSIONAL OVERSIGHT

The community keeps the Congress informed of its activities through
the mechanism the Congress has established: The designated subcom-
mittees of both the House and Senate Armed Services and Appropria-
tions Committees. We appear before these subcommittees to discuss
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and report on U.S. foreign intelligence programs and to support the
detailed budgetary aspects of the programs. Through formal execu-
tive session presentations, testimony, and question and answer sessions,
senior intelligence officers provide information to the appropriate level
of detail desired by committee members. For example, in considering
the fiscal year 1976 intelligence community program now before Con-
gress, I appeared before the Defense Subcommittee of the House Ap-
-propriations Committee on six separate occasions-four times on the
community program and twice on the CIA budget. In addition, I pro.
vided written responses to over 200 committee questions. In addition,
Dr. Hall, the Assistant Secretary of Defense for Intelligence, testified
on the DOD portions of the community programs and provided writ-
ten responses to about 200 committee questions.

Various individual program managers provided similar extensive
testimony.

I also appear regularly before various congressional committees and
subcommittees-in addition to these oversight groups-to provide
briefings and intelligence analyses on world affairs. I also maintain
daily liaison with the Congress through my legislative counsel and
provide substantive inputs to questions as they are raised in the normal
course of business.

GUIDANCE

Within the executive branch, there are a number of sources of guid-
-ance to the intelligence community. I have direct contact with the
President and the Assistant to the President for National Security
Affairs. In addition to this personal contact, several organizational
mechanisms exist which provide direction or guidance to me as leader

.of the intelligence community and as the Director of the Central In-
telligence Agency:

The National Security Council, consisting of the President, the Vice
President, the Secretaries of State and Defense, and, as adviser, the
Chairman, Je--military adviser-and myself as intelligence adviser;

The various committees and groups of the NSC, particularly the
NSC Intelligence Committee--NSCIC;

The President's Foreign Intelligence Advisory Board; and
The Office of Management and Budget.

TIE N~SC MECHANISM

In addition to being an adviser to the National Security Council
itself, I am a member of, or am-represented on, various NSC groups
and committees. In these, I provide information and judgments about
foreign developments which impact on national security policy. While
my participation is involved primarily with the substance of intelli-
gence, I also receive guidance and important insights concerning the
management of the U.S. intelligence effort.

The NSC Intelligence Committee is charged directly with provid-
ing direction and guidance on national intelligence needs, and with
evaluation of intelligence products from the viewpoint of the user.
This committee is chaired by the Assistant to the President for Na-
tional Security Affairs. Members are the Under Secretary of State for
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Political Affairs, the Deputy Secretary of Defense, the Under Sec-
retary of the Treasury, the Chairman, JCS, and myself.

The 40 Committee of the National Security Council provides policy
guidance and approval for any CIA activity abroad other than in-
telligence collection and production-the so-called covert action mis-
sion. It is chaired by the Assistant to the President for National Se-
curity Affairs. Its members are the Deputy Secretary of State, the
Deputy Secretary of Defense, the Chairman, Joint Chiefs of Staff,
and me.

THE PRESIDENT'S FOREIGN INTELLIGENCE ADVISORY BOARD (PFLAB)

This Board is the direct descendant of the board of consultants rec-
ommended by the second Hoover Commission in 1955. President Eisen-
hower created the President's Board of Consultants on Foreign In-
telligence Activities by Executive Order in 1956. It has been continued
by all Presidents since then. The Board, now known as the President's
Foreign Intelligence Advisory Board (PFIAB), was most recently
continued by President Nixon's Executive Order 11460, dated March
20, 1969. It consists of prominent Americans from outside the Gov-
ernment appointed by the President: Adm. George W. Anderson, Jr.,
U.S. Navy, Retired, Chairman, Dr. William 0. Baker, Bell Labs;
Mr. Leo Cherne, Research Institute of America: Dr. John S. Foster,
Jr., TRW; Mr. Robert W. Galvin. Motorola; Mr. Gordon Gray; Dr.
Edward Land, Polaroid; Mrs. Clare Boothe Luce; Dr. Edward Teller,
University of California; and Mr. George P. Shultz, Bechtel. Vice
President Rockefeller was a member of the Board until he assumed
his present office. Its purpose is to strenghen the collection, evalua-
tion, production, and timely dissemination of reliable intelligence by
both military and civilian Government agencies and to assure the
President of the quality, responsiveness, and reliability of intelligence
provided to policymaking personnel.

The Board operates under a very broad charter which directs it to
review all significant aspects of foreign intelligence and related ac-
tivities in which the Central Intelligence Agency and other elements
of the intelligence community are engaged. It reports periodically to
the President and makes appropriate recommendations.

TiHE BUDGET PROCESS

Now, with respect to the budgetary processes, the national foreign
intelligence program (NFIP) is formulated on the basis of substantive
and fiscal guidance provided by the-President, through the Office of
Management and Budget. The individual intelligence program budgets
which make up the NFIP are developed in accordance with the same
guidelines applicable to other Government agency programs-Office
of Management and Budget Circular A-11, "Preparation and Sub-
mission of Budget Estimates."

Program plans are developed and reviewed by each agency of the
intelligence community during the spring and early summer to ensure
that the general scope, size, and direction of the plan are in accordance
with the objectives and priorities contained in the overall guidance.
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These plans are reviewed and approved at the various levels of the
member agencies up to the head. They then form the basis against
which detailed budget estimates are developed and submitted to the
Office of Management and Budgt in the fall.

These budget requests are then reviewed in detail by the Office of
Management and Budget; by my intelligence community staff; by
the Staff of the Assistant Secretary of Defense (Intelligence); and
the Comptrollers of Defense and of CIA. Based on these reviews, the
approved budget requests for the individual intelligence programs are
included within their parent department and agency budgets and form
an integral part of the President's overall Federal budget. After con-
sulting with the member agencies, I then provide to the President my
independent assessment of the intelligence community resource re-
quests, along with my overall recommendations for the national foreign
intelligence program.

My annual recommendations do not constitute a budget in the tradi-
tional sense, as I have statutory authority only for the CIA. Rather,
in accordance with the President's November 5, 1971 directive, these
recommendations represent my view as to the appropriate substantive
focus and allocation of resources for the U.S. intelligence effort during
the coming 5-year period. The Director has presented three such sets
of consolidated community program recommendations to the President
and the Congress-for fiscal years 1974, 1975, and 1976.

Once the national foreign intelligence program recommendations
are submitted (in early December), they are-considered by the Presi-
dent. I then defend thl community's portion of the President's budget
before the congressional committees, in addition to CIA's, as outlined
above.

The national foreign intelligence program is contained in about
20 Department of Defense appropriation accounts and 1 Department
of State appropriation account; aI of which require annual appropri-
ation by congressional appropriations committees. Of these, about half
require annual authorization, which falls under the purview of the
Armed Services Committees. I have also participated in these reviews,
speaking for the community.

THE INTELLIGENCE COMMUNITY MANAGEMENT STRUCTURE

President Nixon's memorandum of November 5, 1971 was reaffirmed
by President Ford's memorandum of October 9, 1974. The President's
guidance and direction, enunciated in his November 5, 1971 memo-
randum, were incorporated into National Security Council Intelligence
Directives (NSCID's) in an extensive update and revision of NSCID
1 (basic duties and responsibilities) ; alt other NSCID's were also re-
examined, and the entire set was reissued on February 17, 1972. These
NSCID's are supplemented by Director of Central Intelligence Direc-
tives, or DCID's issued after consultation with the community mem-
bers, which specify in greater detail the policies and procedures
established by the NSCID's. Each agency then develops its internal
regulations in conformity with these policies. In addition to creating
the NSC Intelligence Committee, the 1971 memorandum directed the
creation of an Intelligence Resources Advisory Committee (IRAC).
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This committee, chaired by the Director, consists of senior repre-
•sentatives of the Departments of State and Defense, the Central In-
telligence Agency, and the Office of Management and Budget. The
Director, since IRAC's inception, has invited the Director, NSA and
the Director, DIA to participate regularly in the IRAC as observers
in their capacity as national intelligence program managers. A repre-
sentative of the NSC staff also participates regularly as an observer.
Other community program managers are invited as appropriate.

The IRAC meets approximately once each quarter, except at the
end of the calendar year, when more frequent meetings are needed
to formulate the annual budget.

The principal role of IRAC is to advise the Director on (1) the
allocation and use of intelligence resources and (2) the formulation
of the DCI's national foreign intelligence program recommendations
to the president.

Another board, the United States Intelligence Board (USIB) is
responsible for providing advice to the DCI on matters of substantive
intelligence. It is designed to assist me in the production of national
intelligence, establishing requirements and setting priorities, super-
vising dissemination and security of intelligence, and protecting in-
telligence sources and methods.

The Board is chaired by the Director and meets weekly. Members
include the Deputy Director of Central Intelligence (vice chairman);
Director of Intelligence and Research, Department of State; Di-
rector, National Security Agency; Director, DIA; and representatives
of the Secretary of the Treasury, the Director, FBI, and the Adminis-
trator of the Energy Research and Development Administration. The
intelligence chiefs of the military services have observer status on
'USIB and participate in its meetings.

USIB is supported by 14 subordinate committees, organized along
functional lines and drawing upon all elements of the intelligence
community for membership. These committees also serve IRAC as
required.

To assist in assuming the more comprehensive management of the
intelligence community called for in the November 5, 1971 presidential
memorandum, the President directed that the DCT strengthen his per-
-sonal staff. This has led to the formation of two groups: The National
Intelligence Officer structure and the intelligence community staff.

THE XIO STRUCTURE

The National Intelligence Officers were established in October 1973,
replacing the former Board of National Estimates. The group is
headed by a deputy to me for NIO's. Each National Intelligence Officer
has a specific area of geographic or functional responsibility for which
he or she is responsible. Each NIO's raison dketre is to provide sub-
stantive expertise to support me and to be responsible for insuring
that the community is doing everything it can to meet consumer
needs. The NIO staff has been kept, deliberately austere-each NIO
is limited to an assistant and a secretary-on the philosophy that it is
the NIO's job to stimulate the community to produce the intelligence,
not to do it himself. There are presently eleven NIO's dealing with
subjects as diverse as strategic forces, the Middle East, and interna-
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tional economics and energy. The NIO's identify the key intelligence
questions needing action in their area, review and develop our col-
lection and production strategy, insure that our intelligence is re-
sponsive to our customers' needs, and evaluate how well we are per-
forming against our objectives.

THE INTELLIGENCE COMMUNITY STAFF

The IC Staff provides management and evaluation support to the
DCI. It is headed by an active duty military officer at the three-star
level and is a composite of individuals drawn from CIA, NSA, DIA,
active duty military-from all services-and private industry. It is or-
ganized into three main divisions: management, planning and re-
sources review; product review;and collection and processing assess-
ment. The titles are descriptive of the functions performed.

MANAGEMENT VEHICLES

Since I do not exercise command authority over the component or-
ganizations of the intelligence community-other than the CIA-I
rely on a family of management devices to provide guidance, stimulate
the proper program direction and balance, and provide a basis for
evaluation.

Each year, I issue Perspectives for Intelligence, a document intended
to provide a broad framework to guide program development over
the next 5 years. Perspectives provide the community with my views
of the environment within which the community must prepare to oper-
ate. It attempts to identify, in broad terms, where the heaviest demands
on the community will come from.

I have also asked that the three major collection programs develop
plans to portray the direction each is taking over the next 5 years and
to serve to identify major strengths and weaknesses.

Each year, following a very extensive and detailed program de-
velopment and review cycle, Isubmit to the President my national
foreign intelligence program recommendations. Because ol the large
concentration of community resources within the Defense Depart-
ment-over 80 percent-the process leading up to the NFIPR is dove-
tailed carefully with the defenseplanning, programing and budgeting
process. This document provides the President with my independent
view of the national intelligence aspects of the budget he submits to
the Congress. The NFIPR is prepared by the IC staff working closely
with all members of the community.

Each year I also issue a set of national intelligence objectives and
submit them for NSCIC approval. At the end of the year, I submit
an annual report to the President on community performance against
these objectives.

These are supplemented by key intelligence questions issued by me
after consultation with the U.S. Intelligence Board and the national
intelligence officers. These focus the national intelligence effort on
the main problems the Nation faces in the world.

This extensive management structure focuses, of course, on the ob-
jectives and programs of the intelligence community. It also provides
a basis for evaluation of the effectiveness of the community on a regu-
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lar basis. The detailed financial auditing and controls are conducted
within the member agencies of the community, however, according to
their specific departmental regulations. On Wednesday, I will discuss
this in some detail with respect to CIA. The other members of the com-
munity have extensive audit and re view structures, which will be ad-
dressed tomorrow by Dr. Hall, the Assistant Secretary of Defense for
Intelligence, and by other agencies as they appear before you.

You are interested, I know, Mr. Chairman, in what this process pro-
duces in terms of budgets. I am also interested in showing you what
it produces in terms of results-the best intelligence in the world. As
an introduction to these subjects, I would like to illustrate the intelli-
gence problem our country faces. We live in a free society, which
means that much of the information about our society is freely avail-
able. This chart shows rather graphically, I believe, the comparison
between the kinds of material which are freely available in our so-
ciety but which are carefully controlled in the Soviet Union.

[The chart referred to follows:]

FREEDOM OF INFORMATION
ON POLITICAL & ECONOMIC INTELLIGENCE

in U.S. FREE CONTROLLED in U.S.S.R. fREE CONTROLLED

Newspapers X TASS X
Wire Services X Radio (FBIS Monitored) X

Radio-Television X Books X

Journals & Magazines X Magazines X
Books X Newspapers X
Government Publications X International Commerce X

Economic Info. Services X
Congressional Hearings X
Professional &Cultural Exchanges X X Professional& Cultural Exchanges X
International Organizations X X International Organizations X

& Negotiations & Negotiations
Government Exchanges X X Government Exchanges X

We have some controlled information also, and I believe we must
have. But the availability of full and accurate information about our
country should not lead us to think that the world follows our ex-
ample. For instance, it is clear that Tass produces only what the
leadership wants it to produce. Radio Moscow says and shows only
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what is selected, and Soviet books, magazines and technical journals
reveal only what has been approved. Our intelligence budget is how we
overcome this difference in the availability of information. We read
what- is made available, but we must learn more than that if we are to
protect our country.

This chart give a conceptual representation of our problem. It com-
pares the availability of open information about United States and
soviet weapons systems during the different stages of their develop-
ment and (leplov'Itwnt. As you can see, the U.S. process is not entirely
revealed, but a large amount is reflected in our technical journals, in
our congressional hearings and debates, and in the press at large. On
the Soviet side, much of the basic research is published and included
in scientific exchanges. Applied research, however, and the subsequent
stages of test, development and deployment are conducted with only
a slight degree of visibility.

['Ihe chart referred to follows:]

US/USSR Weapons System Evolution

AVAILABILITY OF INFORMATION
100%

A US SYSTEMS

SOVIET

RESEARCH DEVELOPMENT L TEST PRODUCTION DEPLOYMENT TACTICAL
BASIC I APPLIED I

TIME

This next chart, again conceptual rather than specific, shows what
this means in intelligence budgets, how much must be spent by each
nation to learn what it must know about the other. Because of the free
availability of much of our information, small expenditures are needed
on the Soviet side, and their major expenditures are thus placed on
the tactical coverage of the possible use and disposition of our weapons
systems.
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[The chart referred to follows:]

US/USSR Weapons System Evolution

COST TO ACQUIRE INFORMATION
100%

0

RESEARCH DEVELOPMENT TEST PRODUCTION DEPLOYMENT T
BASIC A P IEDM 

- ilTIME P

This is reflected in their extensive use of signals intercept ships and
their other ways of closely following the tactical movements of our
forces. On our side, however, we must commit the substantial budgets
I will discuss with you, to be able to determine the subjects of their
applied research, the characteristics of the weapons systems being
developed, and their production and deployment rates. Without theso
funds, we would be unaware of niany of these steps. We could face the
surprise with which the world received the news of the first
Sputnik. We would be years behind in the development of appro-
priate countermeasures to a new weapons system. We would have large
areas of uncertainty about Soviet forces which could argue for exces-
sive U.S. defense expenditures as insurance.

Most of all, we would be unable to negotiate, agree upon and monitor
limits on such systems such as SALT to bring about a more stable
world.

In this investigation, Mr. Chairman, you will discover the revolu-
tionary advances which have been made in our technical, analytical
and operational intelligence activities by the member agencies of the
intelligence community. I believe you will find these investments neces-
sary to our country, they are products of great value, and the budgets
carefully managed and proper.

Now, 'Mr. Chairman, with respect to the specific figures of the coin-
munity budget, I regret that I must ask you to go into executive session
for this aspect of my testimony.

On July 25, at your request, you were briefed with respect to the
budget of the intelligence community in general and that of the CIA
in particular. I would be pleased to give a similar briefing to all mem-
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hers of the committee and answer any questions they may have. I re-
spectfully request, however, that such testimony be given ill executive
session.

In making this request, I am mindful of the need for the intelligence
community to win the confidence of the American people, and I am
aware that a request to present a portion of my testimony "behind
closed doors" appears to run counter to such an objective. Nonetheless,
I believe the request is in conformity with the Constitution, the laws,
and the long-established congressional procedures. I also believe it
proper and just.

As you know, I am bound by law to protect the foreign intelligence
sources and methods of this Nation. (50 U.S.C.A. § 403 (d) (3); § 403
(g) ; 18 U.S.C.A. § 798; E.O. 11652, March 10, 1972.) I am, like the
members of this committee, bound by my oath of office and by my own
conscience to carry out the duties assigned to me-zincluding that one-
as fully and effectively as possible. The issue of whether the budget
should remain secret is a fair one for debate, and I welcome this oppor-
tunity to be heard on it.

It is clear from the legislative history of CIA's enabling legisla-
tion that the Congresses of the post- World War II period believed that
the financial transactions related to intelligence simply had to remain
outside of public gaze. Subsequent Congresses have consistently reaf-
firmed that position over the years -most recently in the Senate last
June, when a proposed amendment requiring release of an annual
budget figure for intelligence was rejected by a vote of 55 to 33. Both
Houses of Congress have also adopted internal rules designed to pro-
vide for a combination of detailed congressional oversight of Agency
activities and maximum protection of sensitive information about
intelligence operations.

Existing laws and procedures are a focal point of your current inves-
tigations and hearings. When this committee and the Senate Select
Committee complete their proceedings and submit their recommenda-
tions, the Congress may decide to change the ground rules under which
we operate.

If this happens, we will of course conform. But I must testify that I
believe the Agency's budget must be kept secret and that revealing it
would inevitably weaken our intelligence.

Many have contended that the secrecy of the Agency budget is in
conflict with article 1, section 9, clause 7, of the Constitution, which
states that "No money shall be drawn from the Treasury, but in Con-
sequence of Appropriations made by law; and a regular statement and
account of the receipts and expenditures of all public money shall be
published from time to time." (As noted by the Supreme Court in
United Stotes v. Richardsoi. U.S. , 41 L. Ed. 078 (1974),
"Congress has taken notice of the need of the public for more informa-
tion concerning governmental operations but at the same time it has
continued traditional restraints on disclosure of confidential informa-
tion. See: Freedom of Information Act, 5 U.S.C. § 552; Environmental
Proteeton Agenwy v. Jnk. 410 U.S. 73 (1973)" at 687.)

In fact, that very clause of the Constitution was settled on after de-
bates in the Constitutional Convention that are part of another, less
widely understood American practice-that concealment of certain
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expenditures can be in the public interest. The so-called "Stateplnt
and Account" clause just quoted was not part of the original draft. The
language first suggested by George Mason would have required an
annual account of public expenditures.James Madison, however, argued for making a change to require re-
porting "from time. to time." Madison explained that the intent of his
amendment was to "leave enough to the discretion of the Legislature."
Patrick Henry opposed the Madison language because it made conceal-
ment possible. But when the debate was over., it was the Madison view-
that prevailed. And the ability of the drafters of the Constitution to
envisage need for concealment is further indicated by article 1. sec-
tion 5, clause 3: "Each House shall keep a journal of its proceedings
and from time to time publish the same, except such parts as may in
their judgment require secrecy."

The option of confidential expenditures was given to Congress; it
was first exercised at the request of President Washington, who in his
first annual message sought a special fund for intelligence activities.

Congress agreed and provided for expenditures from the fund to be
recorded in the "private journals" of the Treasury. A later Congress
passed a secret appropriation act providing necessary funds to enable
President Madison to take possession of parts of Florida. President
Polk used secret funds to send "ministers" to Central America to gather
information. Many aspects of budgets have been kept confidential
throughout our history and intelligence activities have consistently re-
ceived special treatment. In this respect, they are similar to other
well-established American secrets-of the ballot box, of grand jury
proceedings, of diplomatic negotiations, and many more. If secrecy is
required to enable an important process to work, we Americans accept
it. Intelligence is such a process-it is important to our country, and it
will not work if exposed.

Confidentiality about information having to do with intelligence or-
ganizations and their activities is a worldwide practice. A check on our
p art has not turned up even one example of a government that pub-
ishes its intelligence budget. There are intelligence organizations in

Western democracies that are not in any way accountable to their legis-
latures. Indeed two newspaper editors were jailed in Sweden a couple
of years ago for publishing the fact that Sweden has an intelligence
service and that it had relations with the United States.

I do not refer to these foreign examples to urge that we copy them.
We Americans want a responsible American intelligence service. Thus,
CIA's practice is far different from the foreign examples. Our rela-
tionships with the Hill have been close over the years and oversight is
far more extensive than may be realized. As the 94th Congress has
organized itself, four subcommittees with a total of 38 Members have
oversight responsibilities for CIA.

Tnder existing guidelines, operational activities are reported solely
to them (except that. pursuant to Public Law 93-559. ongoing covert
actions are also reported to the two foreign relations committees). I
hold no matters secret from the oversight committees; instead, I have
and exercise a responsibility to volunteer to them matters of possible
interest. On substantive intelligence questions, I appear before many
committees-notably those dealing with military and foreign affairs,
atomic energy, space and economics.
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In the first 7 months of this year, I appeared personally before con-
gressional committees some 39 t'nes. So far as the Agency budget alone
is concerned, I have made two presentations to the Defense Subcom-
mittee of the House Appropriations Committee and one each to the
congressionally designated subcommittee of the tlouse Armed Serv-
ices, Senate Armed Services and Senate Appropriations Committees.
Additionally, I reported to them on the community budget. And my
formal budget appearances are only the most prominent part of the
fiscal exchange.

I frequently answer questions on the budget during appearances on
other matters'. A very large number of my subordinates brief congres-
sional bodies on various aspects of their activities. In connection with
appropriations processes, we ]ove so far provided written answers to
well over 100 congressional questions on the fiscal year 1976 budget for
this Agency. "

My emphasis on the worl(lwidle and Americrn practice of treating
intefligence budgets as secret is not an argument for concealing the
CIA budget from a strong oversight mechanism. This I have welcomed
on many occasions, as I believe it an important elemnt of the respon-
sible intelligence service we Americans must have. The better the ex-
ternal supervision of CIA, the better its internal inaiaemcnt will be,
to the benefit of all Americans. '

Instead, the need for a secret budget reflects the widespread convic-
tion on the part of intelligence professionals. grolndedl in tleir intel-
ligence experience, that public revelation of fiscal information would
inevitably hurt out intelligence effort. The pl)lica'tionI of a total budget
figure for a single year, without more, miglt not )e tlouglt to bea calamity. But limiting the public record inthat way is not Practical.
The precedent would be established under which we would at the very
least have to reveal a budget total every year. A trend line would be
established, and a not-so-hypothetical intellicenee analyst in another
country wbuld have something to work with. And there are intelligence
analysis techniques which could easily be applied to such data.

Look at this problem as we in intelligence look at foreign problems.
For example, the Chinese have not published the value of their indus-
trial production since 1960. But they have published percentage in-
creases for some years without specifying the base, both for the nation
and most, of the provinces. It took one key figure to make these pieces
useful: When the Chinese publicly reported that the value of indus-
trial production in 1971 was 21 times that of 1949, a figure which was
public at the time. We could then derive an absolute figure for 1971.
With this benchmark, we could reconstruct time series both nationally
and province by province. If we begin releasing intelligence budget
figures, others wil be able to take scraps of information about the
Agency and generally known financial trends such as inflation, and use
a similar kind of analysis to draw conclusions or even identify hy-
potheses that would put some of our operation in jeopardy.

For example, let us look at the development of the iT-. Oulr bl,..,et
increased significantly duiringr the development l)hse of that iir,.u'aft.
That fact, if public. would have attracted attention abroad to, tl, fact
that something new'and olviollv major wns in process. If il bad lvenlslupplemented by knowledge (available l)e.hals from technical n',ga-
zines, industry rtmor, or advanced esl)pionage teclini(11es) tilat funds
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were being committed to a major aircraft manufacturer and to a man-
ufacturer of sophisticated mapping cameras, the correct conclusion
would have been simple to draw. The U.S. manufacturers in question,
their employees and their suppliers and subcontractors would have
become high priority intelligence targets for foreil espionage.

And I have no doubt that the Soviets would have taken early steps
to acq(uire a capability to destroy very high altitude aircraft-steps
they did indeed take, 'with eventual success, but only some time after
the aircraft began operating over their territory-that is, once they
had knowledge of a U.S. intelligence project.

.Moreover. once the budget total was revealed, the demand for details
probably word grow. What does it include? What does it exclude?
Why did it go up? Why did it go down? Is it worth it? How does it
work ?

There would be revelations--even revelations of facts not in them-
selves-Ipartictilarly sensitive but which would gradually reduce the
unknown to a smaller and smaller part of the total, permiting foreign
intelligence services to concentrate their efforts in the areas where we
would least like to attract their attention.

We-and I specifically mean in this instance 1)oh intelligence pro-
fessionals and Members of Congress-would have an acute problem
when the matter of our budget arose on the floor of the House or
Senate. Those who knew the facts would have two unpleasant choices--
to remain silent in the face of all questions and allegations, however
inaccurate. or to attempt to keel) the debate on accurate grounds by at
least hinting at the full story.

My concern that one revelation will lead to another is based on
more than a "feeling.'; The atomic weapons budget was considered
very sensitive, and the Manhattan project was concealed completely
during .World War II. With the establishment of the AEC. however,
a decision was made to include in the 1947 budget a one-line item for
the weapons account.. That limitation was short-lived. By 1974, a
15-page breakout and discussion of the atomic weapons program was
being published. Were the intelligence budget to undergo a similar
experience, major aspects of our intelligence strategy, capabilities and
successes would be revealed. The obvious result would be a tightening
of security practices by hostile, secretive, closed foreign nations to -
deprive us of the knowledge we would otherwise obtain about their
plans and capabilities to hurt us and our allies.

In summary, Mr. Chairman, I have tried to view this question dis-
passionately, as both an American and an intelligence official. I would
like to be able to tell the American people about our activities. There
is a great deal about the best intelligence service in the world we would
be proud to tell. to bring into perspective what we have had to say
recently about the missteps or misdeeds of the past. I am a long way
from leing an advocate of secrecy for the sake of secrecy; we have
deliberately opened as much of our intelligence effort for public in-
spection as we can-during this last year, for example, we have briefed
and answered the questions of some 10,000 members of our public,
from community leaders to the press, to visiting high school groups.

But I do not believe that there is any constitutional or legal re-
quirement that our budget be publicly revealed. Doing so would in-
evitably hurt our intelligence product. It is reviewed privately in
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depth and in detail in the executive branch and in the appropriate
committees of the Congress. Knowledge of the Agency budget would
not enable the public to make a judgment on the appropriateness of
the amount without the knowledge of the product and the ways it is
obtained. And such exposure to our citizens could not be kept from
potential foreign foes, who, thus alerted, would prevent us from ob-
taining the intelligence opportunities we need to protect ourselves in
the world today. We have lost intelligence opportunities through ex-
posure already. I believe it is my job under the statute to prevent this,
so I urge that our intelligence budgets be kept secret and be discussed
by this committee only in executive session.

Mr. COLBY. Thank you, Mr. Chairman. I would be glad to answer
your questions.

Chairman PIE. Thank you very much, Mr. Colby. You have cer-
tainly given us a very fine and broad overview of the'intelligence com-
munity. You state, and I would tend to agree with you, that we have
the finest intelligence-gathering operation in the world. Do we know
what the Soviets spend for intelligence? •

Mr. COLBY. We have some very rough estimates, Mr. Chairman, but
we do not have anything I could give you as very solid. We make
estimates from what we can see of their intelligence activities. The
people we see abroad, their technical operations that appear in the
world, and so forth.

Chairman PiK.. When you say "very rough," are they rough plus
or minus $1 billion, or are they rough plus or minus $100 million;
what do you mean by "very rough"?

Mr.- COLBY. There is an asymmetry in the intelligence activities of the
two countries that makes it very hard to compare them. The KGB is
a. combination of the CIA, FBI, and the State police of the various
States. It is a very large institution in the Soviet Union. It has a
foreign intelligence mission as well, of course. It is supplemented by
the G.R.U., the military intelligence organization which conducts a
large intelligence effort both abroad and through technical devices.

Chairman Pix'E'. Well, I heard what you said-
MI'. COLBY. I can't really-
Chairman PIKE. You didn't answer my question. I am asking you

for a frame .of reference as to how closely we can estimate their in-
telligence budget.

Mr. COLBY. Well, we did make a rough estimate of how many peo-
ple might be inirblved in intelligence in the entire Communist world.
That includes both the Soviets and the others, although the Soviets
are the major element. It came in the neighborhood of 500,000 people.

Chairman PIKE. All right; 500,000 people, roughly. And that is our
estimate of their intelli gefice effort. Do you think the Soviets know
what our intelligence effort is?

Mr. COLBY. They know a good deal about it, from the various
books that have been published by ex-members of the intelligence
community.

Chairman PIKE. Do they have a pretty fair idea of what it costs?
Mr. COLBY. I think they have some estimates, but, no, I do not

think'they know precisely what it costs.
Chairman PIKE. I didn't say precisely. I said a, pretty fair idea

of what it costs.
58-920-75--9
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Mr. COLBY. Well, I think they have the same problem that we do.
Mr. Chairman, where does intelligence stop and operations begin?
There are estimates-

Chairman PIKE. Now we get into another area, which is a question of
definition. I agree with you that is a very major problem. I was a little
surprised to find the other day that the Director of the Bureau of the
Budget couldn't understand the question as to what is included in intel-
ligence gathering and what is excluded. But my point is simply this:
We can make estimates about how many people the Soviets have in
intelligence-gathering operations; we are a tremendously open society
and the Soviets probably make pretty accurate estimates about what
we are spending for intelligence. So in the final analysis. the people
who really dont, know it are the taxpayers who are paying for it, in the
United States of America.

Don't you think really that, the Soviets have, a far better estimate of
what we are spendingfor intelligence than the average taxpayer in
America has?

Mr. COLBY. I think they have put a great deal of time and attention
trying to identify that, and they undoubtedly have a better perception
of it, thnn the average taxpayer who just takes the general statements
he gets in the press. But-and that comes from the careful analysis of
the material that is released. This does help you get a more accurate
estimate of what it is. But there are still things in our budget that are
clearly concealed, and it would be. a surprise to the Soviets.

Chai man PIKE. Believe me, I don't doubt for a minute there are
things in our budget that are clearly concealed. You say at one point
in your testimony that the foreign intelligence budget, I think it was,
is found in some 20 different appropriations requests. Well, that not
only conceals this foreign intelligence budget but it also makes all of
these other figures in which it is concealed inaccurate, does it not?

Mr. COLBY. Well, they are in general terms. Generally, most of them
are defense expenditures and most-

Chairman PIKE.. Yes, but they are not defense expenditures for the
purpose for which the budget says they are defense expenditures, are
they?

Mr. COLBY. In all cases, no, there are certain expenditures-
Chairman PIKE. So not only are you concealing your own budget,

but you are fuzzing up all of the items in which these concealed items
are hidden so that they are wrong too; j4 that not correct?

Mr. (OLnY. And the Appropriation Committees of the Congress
know about this and they are informed, specifically the Appropria-
tions Committees that handle these matters.

Chairman PIKE. Mr. McClory.
Mr. MCCLORY. Thank you, Mr. Chairman.
I want to-join in-commending you, Mr. Colby, on the excellence of

your presentation, the very helpful manner in which you have
apnroached this problem that we have jointly here-

Mr. COLBY. Thank you.
Mr. MCCLORY [continuing]. Of our investigation and your problems

of trying to cooperate and yet guard, as you must, the secrecy and
confidentiality of much of the work that you carry on. I would judge
that the American citizens know far more about their intelligence
,n-fivities and the costs than the Soviet citizens know about their
KGB.
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Mr. COLBY. And the citizens of any other country in the world,
Mr. McClory.

Mr. MCCLORY. Right. And that the American citizens probably
_know more about the KGB than the Soviet citizens know about their
own KGB.

Let me say this with respect to the major projects that are carried
on, such.as the U-2, and we have heard more recently about others,
the CIA doesn't carry these activities on independently of authority
from either the President or the President knowing about it or ap-
proving it or at least having available to him knowledge and the
opportunity to approve or disapprove?

Mr. COLBY. Certainly, any major project may actually be taken to
the President. Certainly the expenditures, the budgets covering a
variety of smaller projects are explained and justified to the Office
of Management and Budget andj the National Security Council.

Mr. MCCLORY. 'Would you regard the U-2 operation, for instance,
as extremely valuable to our country as far as our national security
is concerned?

Mr. COLBY. It not only was a breakthrough in our judgment of
things in the Soviet Union from 1956 to 1960, a very large break-
through in our knowledge of certain things there, it has been extremely
useful ever since and is still being used.

Mr. MCCLoRY. We have heard -more recently about another major
project which is described as the Glornar Explorer. You have heard
of that operation, haven't you?

Mr. COLBY. I have heard about it, Mr. McClory. I am not at liberty
to talk about it.

Mr. MCCLORY. Would you place that in the same category as the
U-2 as far as its value for national security purposes; could you
answer that?

Mr. COLBY. I think I would rather just ask your permission not to
discuss this in public session.

Mr. MCCLORY. Very well.
Mr. COLBY. I certainly would be prepared to discuss anything of

this nature in executive session.
Mr. McCLoRY. It seems to me that one of the major objectives of

this committee is not only to try to find out what our intelligence
operations are costing and to. determine whether or not we are getting
value for what we are spending, but also to see if we can't improve
the community so that it operates much better at a coordinated opera-
tion. Do you feel that there is opportunity for improving the overall
intelligence operations ?

Mr. COLBY. There are always things that can be improved in any
large organization, in operations such as this. Second, the tech-
nology is advancing, the problems of the world are changing, and we
have to make our community flexibly respond to those changes.

Mr. MCCLORY. Isn't it a 'fact that the defense intelligence units,
the Air Force, Army and Navy, operate quite independently of the
CIA and their budgets are developed independently or not in the
same kind of coordinated way with you, as the nonmilitary intelligence
activities?
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Mr. COLBY. No. I participate in a review of the military intelligence
budgets and I make independent recommendations to the President
about them. In the actual working, day-to-day working, there is an
extensive effort to bring the working levels of the agencies together
on both the CIA and the DIA.

Mr. MCCLORY. You are satisfied with the way they operate and the
way they manage the financing of their operations, are you?

Mfr. COLBY. I have no major problem. Certainly there are differ-
ences of opinion which come up from time to time on minor things,
but I think the broad range of it works very well.

Mr. McCLoRY. Don't you think it is time for another Schlesinger
committee or another Katzenbach committee to review the manner in
which the intelligence community is operating and to try to get it
to work a lot more efficiently ana a lot more cooperatively in order
to get better results from the intelligence activities that are carried
on?

Mr. COLBY. I think that review is going to be conducted by this
committee and by the Senate select committee in the coming months,
very clearly. I think that in the course of this review, the committees
vill be informed of the excellent degree of coordination and coopera-
tion that does exist in the intelligence community, the changes that
iave been made in recent years, and it may identify a few. additional
changes that need to be made. I wouldn't have any problem with that.
But I think you will be impressed with the fact that it has moved
ahead very vigorously.

Mr. TNCCLORY. Thank you, Mr. Chairman.
Chairman PIKE. Mr. Stanton.
Mr. STANTON. Thank you, Mr. Chairman.
Mr. Colby. who pays for the expenses of the intelligence community?

Not for the CIA, but for the community.
Mr. COLBY. The community staff is paid from the CIA budget. It is a

part of the CIA budget.
Mfr. STANTON. About 99 percent-the expenses are about 99 per-

cent paid by the CIA; is that correct?
Mr. CoLnY. Of that particular staff. It is a very small staff, as Gov-

ernment staffs go, Mr. Stanton.
Mr. STANTON. Where is the community operation located ?
Mr. COLBY. It is located-it is located in the CIA Headquarters in

the sense that the staff is centered there, but we expend quite a bit of
effort wandering around to the other areas-

Mr. STANTON. That is in Langley, Va.?
Mr. COLBY. Yes.
Mr. STANTON. How many committees does the intelligence com-

munity's U.S. Intelligence Board have?
Mr.'CoLBY. Well, there are the three main committees there, the U.S.

Intelligence Board and-
Mr. STANTON. The total number.
Mr. COLBY. The three main committees that I mentioned.
Mfr. STANTON. Aren't there 13?
Mr. COLBY. There are 13 subcommittees of the U.S. Intelligence

Board.
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Mr. STANTON. Fine. Of those 13 committees, how many chairmen are
CIA employees, and how many represent the rest of the community
which by your own statement spend 80 percent of the intelligence
dollarV

Mr. COLBY. They all have representatives of all the agencies that are
affected by that problem on them.

Mr. STANTON. What is-the question is, how many chairmen are
CIA employees, and how many represent the rest of the community,
which by your own statement spends 80 percent of the intelligence
dollar?

Mr. COLBY. Most of the committees are headed by CIA employees or
ex-employees.

Mr. STANTON. Is it not a fact that 12 of them are headed by CIA,
one of them-is it not a fact?

Mr. COLBY. No; I think there are at least two. One is headed by a-
Mr. STANTON. Is Mr. Don Moore, a retired FBI, the only exception

to that?
Mr. COLBY. No; there is one committee which is headed by General

Wilson, who is presently-it is presently headed by General Wilson.
Mr. STANTON. And he'had no previous CIA affiliation?
Mr. COLBY. Well, he is an active-duty general in the U.S. Army.
Mr. STANTON. He took over-when did he take over?
Mr. COLBY. He took over about a year ago.
Mr. STANTON. About 2 days ago, did he actively take over his

committee?
Mr. COLBY. No, no; he has been the head of the Human Sources

Committee
Mr. STANTON. OK, 11 out of 13. Is Dr. Foster, a member of the TRW

Corp., a member of the President's Foreign Intelligence Board?
Mr. COLBY. Yes.
Mr. STANTON. Isn't it also true that TRW employees serve as staff

members for the U.S. Intelligence Board?
Mr. COLBY. As staff members?
Mr. STANTON. That is correct.
Mr. COLBY. I can't think of any offhand, but I know we occasionally

make contracts and analysis contracts with various corporations, and
I wouldn't be sure one way or the other whether TRW has-

Mr. STANTON. Would you refresh your recollection when you go back
and supply that answer for the record?

Mr. COLBY. Certainly.
[The CIA subsequently advised the committee that no TRW

employees serve as staff members for the USIB.]
Mr. STANTON. Moving from the Intelligence Board to the otier

major group that serves the community, tle Intelligence Resources
Advisory Committee. I understand it has no committees. So my ques-
tion is, how many full-time staff does it have?

Mr. COLBY. Very few. It has-part of the intelligence community
staff services that committee.

Mr. STANTON. Would you say two and then maybe about four part
time?

Mr. COLBY. Yes; something on that scale, yes, more or less. It is
merely designed to gather things together and surface issues.
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Mr. STAN'TO,'. Right. Are they both full-time CIA employees even
though CIA represents only 15 percent of the community s resources?

Mr. COLBY. The members'of the Board are the-
Mr. STANTON. Answer the question directly, Mr. Colby. Are they

both full-time CIA employees?
Mr. COLBY. One of them was-has only recently joined CIA, the

principal-
Mf r. STANTON. Are they both?
Mr. COLBY. They are carried on the CIA budget.
Mr. STANTON. Thank you.
Mr. COLBY. Yes.

"r. STANTONT. You answer the question.
M[r. COLBY. Thev are carried on the CIA budget for convenience.
Mr. STANTON. Thank you. Where are their offices?
Mr. COLBY. In Langley.
Mr. STANTON. At the CIA Headquarters?
M1r. COLBY. Yes; and they work for me as Director of Central Intelli-

gence. and they do not work for me as the Director of the CIA.
M 1'. STANTON. Right. Mr. Colby, isn't the intelligence community

concept just a siam, just a way to keel) the CIA's budget small bv put-
ting the dollars into some other department's budget, particularlyy the
expensive equipment dollars, but all the while making sure CIA con-
trols tie whole thing by means of this so-called intelligence community
structure?

. oLnr. No; it is not so. Mh'. Stanton. The CIA has a function,
particular function, of clandestine collection, of analysis, and of some
of tle more venturesome and further out scientific endeavors. These
are tle main functions that CIA focuses on. It does not involve ti
lare exoxenditures that involve the entire intelligence community
effort. Tie intelligence community concept is an attempt to insure
that the activities under the military which are undertaken for miii-
larv reasons are coordinated with the other intelligence activitiess,
so that we do not look at just a pairt of the pie, but we look at the whole
pie.

MT'. STANTON. Isn't it true. though, that, 'Mr. Colby. you in fnet in
your dual capacity exert the primary influence and control over all of
these activities bv the intelligence community and that the original
desicrn was set un by your predecessors?

Mr. Corny. The President's directive to me is to take leadership of
the community. and certainly I consider that as an obligation, but I
(o not, control the whole community by a long shot. 3v job is to (et.
it to ,york torTother well. and this is in conformance with the consent of
the National Security Act of 11947 wbich sets up the function of the
Central Intellience'Agenc and its Director a a centralizii,, work
lit allows the different departments to do delpartmental intelligence
also.

)Mfp. STA NTON. IfMV time is up.
Chairman Prii. Mr. Dellums.
Mr. DI:TJra'M5. Thank you very much. 1r. Chairman.
Mr. Colby, I hnve xserio of questions that I would like to azk you,

most of theom will probably-vou will not be able to answer in open
session ,s I be.in to sense a pattern of responses.

Mr. COLBY. Right.
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Mr. DELLUMS. I am sure over today and Wednesday we will have
ample opportunity to raise many of these questions but I would like
to just start off with a few extemporaneous remarks that you have
made.

Mr. COLBY. Right.
Mr. DELLUMS. First of all, you indicated that the American people

know more about their intelligence budget than any other foreign gov-
erminent. I would like you to explain that.

First of all, of 435 Members of Congress, only a handful of people
are on the Special Select Subcommittee of the House Armed Services
Committee that never reports to the full committee on whatever you
talk to them about. You report to a special subcommittee of the Appro-
priations Committee that never reports to the full Appropriations
Committee; thereby the full House of Representatives never receives
this information, because of compartmentalization, secrecy, need to
know. classifications above and beyond the three ]awful classifications,
where the highest one is to) secret. Can you tell ine how you can justify
making a statement that the American people know about their intel-
ligence community when I would daresay that the 13 of us here know
little or nothing about the intelligence community? How can the
American people know about their intelligence community when we
don't even know what the overall budget figure is and have to use some-
one's outside estimated budget of the total amount of the taxpayer's
dollars going into ti intelligence community? That is to say nothing
of all the myriad of programs, projects. and missions that are carried
oit, on a daily, weekly, monthly, and yearly basis about which we know
nothing. How can you justify this statement beyond its simply being
a r'hetorical statement ?

Mr. C Ber,n. Because we responded to the requirements of the Con-
gress and the way the Congress has or,.anized itself to handle these
delicate secrets. We have reported to these committees in the forms
that they have asked. We are also, the American public, of course, has
also benefited from a vast number of leaks and statements about the
size of the intelligence budget and what it does. Some of those leaks
have hurt us rather badly, sone of them have merely served to inform
the population generally of what our general activities are.

Mr. Di:r,ujrs. I have two follow-on questions. but the first one that
comes to mind is, have von ever leaked any information?

Mr. CoLBY. Have I ever leaked any information?
Mr. Dr 1 rs. Yes.
Mr. COLBY. Not consciously, no.
Mr. DEri'!,4rrs,-Second. I am sure that you voulld agree with me-
Mr. Cor.my. I have declassified a lot of things in public sessions,

among other things. Now, if that's leaking, I don't know. I don't want
to get into a definitional problem here.

Mr. DELAiJMS. My \ next question is, I am sure you would agree with
me there is validity to these hearings, that we'have a right to raise
these questions with you?

Mr. CoLBY. Absolutely.
Mr. DrJT.UMrs. The Constitution requires that we oversee?
Mr. COLBY. Absolutely.
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Mr. DELLuMS. Now I have one other question before I get into my
specific questions with respect to your role, and it never came clear
to me in the press, with the very large budget as Director of Central
Intelligence, and with I am sure an awesome army of attorneys, why is
it that you employed a private attorney with Government funds? I am
sure that you have a battery of attorneys that could fill this entire
room to provide you with information? I would like very much to
know why a public agency responding to a public body is using a
private attorney in these proceedings.

Mr. COLBY. I can answer that with great pleasure. We do not have
a large army of attorneys in the Agency. It would not fill this room, the
number we have. We do have-

Mr. DELLUTAUS. Do you have access to the Justice Department, which
is a Federal executive agency?

Mr. COLBY. We have access. Our attorncys--our general counsel's
office these days is completely occupied in responding to the Freedom of
Information requests, of which we now have isomethjng like 5,000 pend-
ing. It is engaged in a series of legal cases around the country that have
been brought against us and it was not able to ian itself satisfactorily
to handle the enormous increase in our legal problems here in the past
year.

Mr. DELLUMS. Thank you.
Mr. COLBY. Therefore I went out and deliberately thought it would

be useful to engage an outsider who could come in and look at our
problems from the fresh look of the outside. and I think I have gotten
an extremely able and capable man, and I am very happy that we have
done so. We checked this out, with the Departm'ent of Justice before
we did it, and the Civil Service Commission. We found no inhibition
against doing so.

Mr. DELLUMS. Thank you. The reason that these hearings are taking
place is because what you call leaks were made to the. press. Just for i
moment not even questioning that, let's assume that in a free society,
a democratic society, that the freedom of the press is very important.
This is the same press that opened up the falsehoods of our involve-
ment in Vietnam, opened up Watergate, opened up the impeachment
and perhaps in front of us now are opening up the abuses of the intel-
ligence community. Would you not agree that in a democratic society
the press has a responsibility when they have information with respect
to abuses that would force you to be accountable to the American people
in a free and open society, that they would print those accounts and
our respoonsibility would be to follow up ns to whether those allegations
are legitimate and your responsibility is to respond to us?

The information that I have is, if no one ever opened this process up,
many of these abuses might still be going on, and the intelligence com-
munitv would continue to be shrouded in secrecy.

Mr.'COLBY. I have two points to make on that. Mr. Dellums.
Yes, I do believe that the first amendment and the role of the press

in America is an important part of the way we like to run our country.
That is the reason we like to serve it because I believe in that kind of a
country.

The second thing is that these investigations are occurring because
of some leaks that did occur but I think an investigation, in your in-
vestigation, you will find that the various things that were done wrong
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in our past were looked at by the Intelligence Agency itself in 1973,
and that in that process we looked back at things and we corrected
possible misdeeds. We did not need the outside stimulus to correct our-
selves. We are getting the outside attention at this time because that
experience eventually leaked.

Chairman PIKE. Mr. Kasten?
Mr. KASTEN. Mr. Colby, it is my understanding that no funds can

be spent on a covert action project like bribery or sabotage or surrep-
titious entrx unless such a mission is approved by the National Secu-
rity Council.

Is that correct?
Mr. CoLBY. There were two steps in that, Mr. Kasten. First, the pre-

vious rule was that any activity, any politically sensitive or major
activity other than intelligence gathering would have to be approved
by the committee of the National Security Council. Since last Decem-
ber there is a provision of law that says that no activity can be con-
ducted by CIA other than intelligence collection abroad, unless it is
found by the President to be important to the national security, and
second, is reported to the appropriate committees of the Congress.

We are in conformity with that law today.
Mr. KASTEN. So the CIA would be violating that law if one of CIA's

employees ordered one of those missions on his own; is that correct?
Mr. COLBY. Either the CIA or the individual would be, yes.
Mr. KASTEX. Our staff has interviewed a CIA employee who served

in the White House in recent years as a staff member of the National
Security Council. He was not the CIA liaison man to the National
Security Council staff. I want to quote from that staff interview with-
-out, at this time revealing his name.

To begin with, Mr. X would remain on the CIA payroll. This
arrangement was evidently dictated by a rather small NSC budget at
that time, and I might add parenthetically that he remained on the
CIA payroll of the Covert Action Section of the CIA.

Continuing on-Mr. X often had occasion to author draft recom-
mendations for United States action in given areas. This draft would
be cleared through Mr. X's immediate supervisor and sent to Dr.
Kissinger who would then pass on the recommendation and send it to
the President for his approval.

Now comes the important part: These recommendations at times
included covert action projects.

Mr. Colby, you are aware that nonintelligence covert action is illegal
unless it is solnething and I quote fromthe law: "the National Security
Council may from time to time direct."

Were you aware that such directives were coming from one of your
own employees who had spent more than 20 years with the CIA, who
at the time was on the payroll of the Covert Action Section of the
CIA, and were you aware that this was happening while you were
the Director of the CIA?

Mr. CoL.BY. I am aware that we have certain people detailed to the
National Security Council to help with the liaison and to do some
other chores over there.

Chairman PIKE. M r. Colby, may I interrupt you for just a minute?
I am going to ask these two cameramen to get out of the way. I

frankly think you have done enough. When you start telling the wit-
nesses where to sit so you can take pictures, you have gone too far.
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Go ahead, Mr. Colby.
Mr. COLBY. We have detailed people there. We still do have people.

When they go over there they are identified as CIA employees, and
in 'certain cases we continue to carry them on our rolls. When they go
over there, however, they work for the National Security Council,
and their work for the National Security Council is as directed by
the head, by the Assistant of the Presidlent for National Securit'y
Affairs.

Their recommendations to him, to the President, are that Council's
business. They are not mine.

As for-it, was not illegal, pardon me. it was not illegal prior to last
December for an action to be taken other than intelligence gathering
by the CIA provided it was approved by the President, who might
not choose to go through the National Security Council. The National
Security Council is advisory to the President. It is an advisory body.
It is not a separate entity in that sense.

Mr. KASTENX. The law says that unless such a mission is approved
by the National Security Council.

Are you saying that that is not correct?
Mr. COLBY. The overall mission is approved. The overall covert

action mission is approved in a National Security Council decision
memorandum.

M r'. KASTE:x. Do you maintain then th)at one of your employees,
when it is known or not known that he is a member of the CIA in the
W1,hite Htouse. is.within tle general guidelines of the law as you under-
stand it, if he in fact, is directing covert action operations?

Mfr. CorBy, lie is not directing covert action operations.
Mr. KASTEN. Recommending, excuse me.
Air. COLBrY. Ie is making recommendations to the boss of the unit to

whom he is detailed.
MI'. KASTEN. The 0MB in the process of formulating the budget

must at times adopt a skeptical or an adversary attitude.
Mr. COLBy. They do.
M)r. KsTEN. In requiring of executive departments to justify these

budget requests.
Do you think it is possible that this adversary relationship. this

skeptical attitude, is possible with the CIA given the fact that three
of the six OMB officers reviewing the intelligence budget are former
CIA officials, and that the Deputy Controller of the CIA in this area
is a former 0MB official? Do yOu think that this relationship works
or is possible? 

t

Mr. COLBY. I think it does work because I have seen it work. I have
seen these questions being taken all the way up to the President, where
the 0MB has taken one side of an issue and I have taken the other.

As for the ex-employees of CIA when a man leaves CIA I do not
think he should be branded for life. I think he has the same constitu-
tional rights as any other American.

fr'. KASTEN. Thank you, M.ir. Chairman.
Chairman PiroF. Mr." Murphy?
Mr. M1taPjiY. Thank you. rftr. Chairman.
Mfr. Colby. could your explain to us the arrangements or agreements

between the CIA and the FBI on surveillance and counterintelligence
responsibilities both in the United States and abroad?
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Mr. COLBY. It, requires a great deal of detail but I think I can give
you the rough outlines of it. Essentially, it is that the FBI is in
charge of our internal security and counterintelligence activities in
this country.

Mr. MuRPHiY. Getting specific on that, does the CIA furnish the
FBI any technical assistance along the lines of intercepting wire com-
inunications or phone communications herc in the United States?

IMr. COLBY. With respect to the FBI, f rorn time to time in the past
we have given them equipment that they use.

Mr. M PmniIY. How about personnel? Have -you lent personnel?
Mr. COLBY. We have-I can't think of any that we have detailed

over there to work with them. At times we work together on a foreign
intelligence project which may exist here in this country. There are
many aspects of foreign intelligence that can be gathered in this
country.

Mr. 'Mumwlry. Can you recall at any time that the CIA aided the
FBI with intelligence gathering devices or personnel on some prosecu-
tion here in the United States?

Mr. CoyBY. I can't recall any. I certainly can't recall any on domestic
investigations in that sense although unloubtedlv if we gave them
equipment they may have used it for their own purposes wherever. I
can't remember any personnel on that sort of an activity, and the di-
r actives are quite clear on that, that we will have nothing to do with
any active domestic activity. Our people will have no involvement in it.

-Mr. MuRPHiY. To your knowledge has that ever been violated?
Mr. CoLBy. I have had a hard time on some of these kinds of ques-

tions, Mr. Murphy, in the past., because I don't know the past all the
way back td 1950 as well as-

Mfr. MuRPHY. Since your tenure.
Mr. CorzY. Certainly since my tenure I have made it very clear that

any collaboration by us with the FBI will be limited to foreign intelli-
gence matters.

fr. M URPII. So there have been no violations since-you have been
Director.

Mr. COLBY. There should have been none.
Mr. MURPHY. Regardiifg the celebrated case in Chicago about the

Thai national and his working for your Agency, and his immunity
from prosecution, would you supply to this committee the details of
that incident?

Mr. COLBY. I can tell it in general right offhand. What happened was
that this Thai gentleman was working for us in Thailand. He came
here and, in the course of coming here, he smuggled some I believe it
was opium in here.

We discovered this in some fashion, and CIA took the case to
the authorities, saying that this had happened. There were several
other people involved in the incident.

When the question came for prosecution, we said that if he was pros-
ecuted lie was going to use, he was going to reveal the names of a lot
of our officers and a lot of our activities in that part of the world, and
consequently we urged that he not be prosecuted, that he be thrown out
of the country but not prosecuted.

Mr. M RPHY. Mr. Colby, I have only 5 minutes and I wish you would
supply the detailed history of that case.
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Mr. Cory. I would be pleased to, Mr. Murphy.
[The response to Mr. 7Murphy's request is printed on pages 547 to

551 of the appendix.]
Mr. MURPHY. You mentioned in your opening statement about the

people in the United States and what they know about their intelli-
gence community as opposed to the people in the Iron Curtain coun-
tries. One of the things that disturbed me, Mr. Colby--

Mr. CoLBy. In other democratic countries.
Mr. MURPHY. In other democratic countries. How would you per-

sonally reconcile morally and philosophically the idea that your
Agency or operatives for your Agency could ever engage in or con-
template assassinations? I would like your personal viewpoint on that.

Mr. COLBY. Mr. Murphy, I put out a directive in 1973 which said
that CIA would not encourage, support, assist, or participate in an
assassination. That has been my position for many years. I have con-
sistentlv turned down any such suggestion, so I don't have any moral
justification, although I confess that I would not have resisted help-
ing out the effort against Mr. Hitler in 1944.

Mr. MURP Y. This is what I think is bothering the people of this
country, not that we have an intelligence-gathering agency. I think we
all would agree, at least I would agree personally, that we need it, but
it is the activities that allegedly it has been engaged in, and this in-
formation just doesn't gibe with the principles of our country.

You brought out the fact that our Founding Fathers provided for
a secret budget on a number of things. I can find nothing in the Fed-
eralist papers or in my study of history where they ever contemplated
assassinations.

Mr. COLBY. I agree. I do not believe it. I am against it, and I have so
stated a number of times, and I have so written directives to that
effect a number of times.

Mr. MuPrY. Thank you, Mr. Chairman.
Chairman PIKL Mr. Aspin?
Mr. AsPIN. Thank you, Mr. Chairman.
Mr. Colby, I would like to pick up on a question a little bit about

the funding of the intelligence community, if I might. We have had
some discussions here now for a couple of days about how much con-
trol OMB has over it, and how much control Congress has, and
whether the numbers should be made public.

I would like to ask about another part of that question. That is, is
it possible that funds come to members of the Defense or organiza-
tions within the Defense community from a nonappropriated source?

Let me give some hypothetical examples that have appeared in
print, that the proprietary companies of the Agency make money, that
they play the stock market, that they print money, that, for example,
ITT offered the CIA money to destabilize in Chile.

Now that offer was turned down but it was not turned down in a
way that sounded, made everybody sound horrified, and Mr. McCone
was involved and he was involved in the CIA. It kind of indicates
that maybe that is not an outrageous request and maybe those kinds
of requests had appeared before and maybe some had been accepted.

The Shah of Iran is in that position because of the help that the
CIA gave him back in the 1950's. Maybe he might be willing to fun-
nel a little money into the CIA. f "
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What I am asking is, is it possible that there is money that the
CIA has available or other Defense Intelligence Agency organiza-
tions have available to spend which does not come through the OMB
and congressional process at all?

Mr. CoLBY. Our rules on that are quite strong, that we must rest
only on appropriated funds. However, in the process of our operations
we do develop proprietary organizations which have an existence and
a life of their own. A very few of these have made money, very few.
Most of them lost money, but very few of them have made money.

Mr. ASPIN. What is the legal status of the money which they make?
Mr. COLBY. The money in the past could be used for the current

operations of that particular project.
Mr. AsPIN. You mean that company?
Mr. CoLBY. Of that company; yes.
Mr. AsPIN. Any other related activity from that company?
Mr. COLBY. Second, on an occasion in about I think it was 1973 we

reported to our oversight committees that we had some surplus funds
in one of these, and we wanted to make sure that it was known to the
Appropriations Committee. The arrangement made at that time was
that a certain amount of that money would be used by us in the sub-
sequent year, approved by that oversight committee, and with a sav-
ing of the appropriation necessary for the Agency for that period.

We have since reviewed that procedure, and our general counsel has
said that that is not appropriate. It doesn't go through the entire
appropriations process, so any surplus funds or any termination
funds-we are terminating several of these companies now-has been
and will be turned over to the Treasury. That is the only disposition.

M-fr. AsPiN. Without commenting possibly in open session on the
validity of these various different sources, is'it now the case that there
is no possibility that any money being spent by the Defense intelli-
gence community in any way would come from some other source other
than throiigh the OMB-congressional appropriations process? Can
you assure us of that?

Mr. COLBY. I assure you that is our policy right now and I think
that we have made the policy effective. 'We have put out the rules and
the directives.

Mr. AsriN. It has not always been that case, but it is the case now;
is that correct? 

V

Mr. CoruY. It clearly is the case. I really can't comment, too much
on the past at the moment. 'We have that other case that I just (le-
scribed a few years ago, but it is very clear in my mind. Mr. Aspin, that
there are intelligence services around the world that have gotten into
an awful lot of t-rouble by developing their own sources of income, and
I think ours would also if it developed its own sources of income.

Therefore, mv position is very clear. We must operate only on
appropriated funds.

Mr. AsPIN. Let me ask somewhat of a related question, but in a
slightly different area, to make sure that we know who controls the
thing.

I noticed in your statement on page 14 you said down at the bottom
there that: "The detaile(l financial auditing; and controls are conducted
within the member agencies of the community, however, according to
their specific depa itental regulations."
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Does that mean that you as DCI do not conduct audits, financial or
managerial audits, of the member organizations?

Mr. COLBY. Other than CIA?
M r. AsiIx. Yes; other than CIA.
Mr. COLBY. No; I do not conduct financial audits of the other

agencies.
Mr. AsPiN. How can you be sure that there is no duplication in that

case?
Mr. CoLnY. I do have a preview of their budgets and their programs

and I know what the products are, and what I have been trying to do
over the past 2 years is to put together a system which will measure the
difference.

Mr. AsPIN. How do you do that? I mean what is your mechanism for
achieving that?

Mr. CoLBnY. The mechanism is management by objectives if you will,
kind of a process where I set out-

Mr. Asorx. Who does the work for you on this?
Mr. COLBY. I have this national intelligence officer staff and my intel-

ligence community staff. We develop the objectives. We develop the
key intelligence questions. We request the information from the other
agencies about their programs, and how they apply to those. Then we
measure performance against it. It has taken considerable time to
develop this mechanism, and we are really just now in the evaluation
procedure for last year's performance. We ran through a trial effort
last year, but the attempt then is to measure output or product against
input or budgets put into it.

Mr. ASPIN. I will ask further when we come around again.
Chairman PIKep. Mr. Johnson?
'Mr. ,IToisoN. Thank you, Mr. Chairman.
Mr. Colby, your prepared remarks are directed primarily toward the

intelligence gathering activities of the intelligence community; are
they not?

Mir. COLBY. Yes; they are, almost entirely.
Mr. Jonmisox. And, of course, it is those intelligence-gathering ac-

tivities which prior to World War II resulted in the breaking of the
Japanese code. Those kinds of activities I don't think anybody would
argue with. It is the disclosure of the covert activities which have
shocked the Nation so much, and to which I would like to address my
remarks.

Evidently you feel that covert activities such as assassinations
should be stopped.

Mr. COLBY. I do.
Mr. JoiNso-x. And you have made that kind of directive, but that

directive could be changed by yourself or by subsequent directors of
tie intelligence community.

Mr. CoLBY. I suppose it could. That is my position but-
Mr. .oit,,so-. Would you favor a statutory preveution or prohibition

of that kind?
Mr. COLBY. It would be a little hard to write it, but I think I would

have no problem with it. I agree with the directive that we not be
allowed to do that. The actual writing of the statute might be a little
difficult.
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Mr. JoHNsox. That would be our responsibility, of course.
Mr. COLBY. Yes.
Mr. JOHNSON. If we could do it that would be fine. You would not

disagree with that.
Mr. COLBY. I would not disagree with it.
Mr. JoiiNsox. What would be your attitude then with respect to

some of the other kinds of covert activities which have received so
much attention, such as the paramilitary operations in Laos and Cam-
bodia and the assaults on Cuba? Would you have the same attitude
toward them?

Mr. COLBY. No, I would not have the same atitude toward that. This,
of course, is an activity that is almost entirely CIA alone. I think that
CIA has done a very fine service for our country over the past 20-
odd years in this field. We have made sonie mistakes. The Bay of Pigs
didn't work obviously.

Mr. JoHN.;sox. These are generally not intelligence gathering acti-
vities however.

Mr. Coi.ny. No, they are beyond the intelligence gathering.
Mr. JoiiNsoN. When we get beyond the intelligence gathering we

get into these covert-
Mr. CoLBiY. No, no, I believe that CIA has made a major assistance

to our country in this field over the past years.
Mr. Joi-xso-x. I am not trying to argue that.
MNr. COLBY. Right.
Mr. Joi.Nso.. I am just trying to establish the policymaking activ-

ities of this kind of program as opposed to the intelligence gathering.
Mh'. Coi.By. Surely.
Mr. Joi.-sox. You are actually involved in policymaking when you

make these kinds of determinations that you are going to involve your-
selves in that kind of activity.

MN[r. COLiY. We say we are not involved in policymaking becausePolicy is made by our superiors in the National Security Council or
y the President. We may be recommending certain actions.
Mr. JoHN.-soN. Are all those kinds of covert activities approved by

the President?
Mr. COLBY. Either by the President or by the committee underneathhim.
Mr. JonNsox. There is a great distinction between whether the Presi-

dent has done it or whether some subcommittee like the 40 Com-
inittee has done it.

Mr. COLBY. It is the question of the degree of activity. It is so
important that it has to be brought specifically to his attention?

Mr. JOHNsO.x. There is an- article by a man named Blackstock that
appeared earlier this year in "The Armed Forces in Society." It has
this statement in it:

Since the beginning of the Cold War, almost half of CIA's clandestine assets
have been diverted from the primary task of collecting information, as envisaged
by those who established the CIA in 1947, to political warfare and paramilitary or
even covert military operations, as in Laos and Vietnam.

Would you care to comment on the accuracy of that?
Mr. COiBY. Without getting into specific percentages, Mr. Johnson,

when CIA was established in the late 1940's and early 1950's a very
substantial proportion of its budget was devoted to political and para-
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military operations. This continued through the. 1950's, through the
1960's, and essentially in the last 5 years has tapered down to almost
nothing. There is some but not very much.

Mr. JOHNSON. We will say a large proportion then has been in the
past I

Mr. CoLBY. It tapered down over this time but there is no question
about it that during the 1960's we were very heavily involved in South-
east Asia. During the 1950's we were very heavily involved in con-
testing the Communist effort to monopolize the word "peace."

Mr. JOHNSON. Were all these activities reported to the committees
of Congress or the subcommittees of Congress?

Mr. COLBY. At the time I think you will find that the general policies
and the programs were reported.

Mr. JOHNSON. In great detail?
Mr. COLBY. In the detail requested at the time and I think that was

adequate detail for decisionmaking about them.
Mr. JOHNSON. Mr. Colby, we have in the Congress no independent

means of verifying what is tOld to us by the Director, have we?
Mr. COLBY. Well, you have a very active press working on it and you

have some investigations.
Mr. JOHNSON. They don't work for us.
Mr. COLBY. You have some investigators on the different com-

mittees of the Congress who do travel around, talk with our people
abroad, look into the specifics.

Mr. JOHNsON. Isn't it true though that the information that the
Congress collects comes from the Direc or primarily and that if the
Director withholds information or distorts it or misrepresents it, that
the Congress really has no independent means of establishing those
facts?

Mr. COLBY. I have trouble with that because there are too many inde-
pendent ways of finding things out in our society. For one thing, from
the consciences of our own people, Mr. Johnson. I think the people who
work in CIA are people of integrity, and they would not sit still to a
coverup.

Mr. JOHNSON. My time has expired.
Chairman PIKE. Mr. Milford?
Mfr. MtfILFORD. Thank you, Mr. Chairman.
Mr. Colby. there has been a considerable amount of discussion about

congressional and public knowledge of intelligence activities. I tend to
agree with your statement that public revelation of intelligence budget
figures and other-intelligence activities could very seriously compro-
mise our overall intelligence missions.

Let me ask you this concerning congressional kmowledie. What corn-
mittees in the Congress have access to CIA and intelligence
information?

Mr. COLBY. Information? Well, we have testified before a wide
variety on the substance of what is going on abroad. We had testimony
to the Joint Economic Committee, the -Joint Atomic Energy Commit-
tee. the Agriculture Committee of the House.

Mr. MATFORD. You mentioned two committees.
Mr. COLBY. The Armed Services and Appropriations of course, and

Foreign Affairs.
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Mr. MILFOI. I was thinking particularly of oversight committees
on intelligence matters.

Mr. CoLBY. For the second level, what we do Mr. Milford, is we tes-
tify on what you might call three levels. One level is open testimony,
for example, today, in which we give as much as we can in the open.
If we can t, why we stop at that point.

'The second level is testimony about the substance of what is happen-
ing in the world. This may be thered from the most sensitive of
sources, and it is given to these other committees asthey are interested
in the problem, whatever the appropriate committee.

The third level is our operational details of how we do things, rather
than what we have learned about the rest of the world. That third
level we give only under the congressional precedents, we give only to
the Armed Services and Appropriations Subcommittees, and of course
to this committee with the charter that the House hasgiven it and the
Senate Select Committee, and in this new system started last December,
we now report any activity other than intelligence gathering to the
two Foreign Relations Committees.

Mr. MMFORD. Do the members of these congressional committees,
this third level group that you spoke of here, have total access to all
intelligence functions, budgets activities, documents, ct cetera?

Mr. COLBY. They have as much as they would like. That is the com-
mitment I have made to the chairman of those committees, that there
are no secrets from them, that I will answer any question, and further
that I have a positive obligation to bring to their attention things they
might not know about that they should know.

Mr. MILFORD. Can you supply this particular committee with a com-
plete organizational chart of the. intelligence community including all
advisory boards and committees I This composite chart should include
names and titles of key officials, flow lines for command and coordina-
tion functions and should be accompanied by a descriptive narrative
which will permit complete understanding of the community organiza-
tion and departmental and segmental functions.

I realize that such a chart will probably be confidential and there-
fore would request that you submit it through the usual security
procedures.

Mr. COLBY. I certainly would. I would like if possible to work with
some staff member to be sure that what we have is responsive to what
you are looking for. -

[The materials subsequently provided in response to Mr. Milford's
request are printed on pages 383 to 394 of the appendix.] .

MNfr. MILFORD. OK.
One final area I would like to get into.
Could you define and describe the various security classification for

documents used within the administration? This is something about
which I am personally confused.

Mr. CoTBY. There are three general levels of security-confidential,
secret, and top secret, and they are defined in an Executive order.

One of the ways you run intelligence, however, is to do what we call
compartmented things. We put them in narrow compartments accord-
ing to the need of certain people to know things. If you do not need to
know it, then you do not get access to it. There are some things that

OS-920-75-10
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people working on the Far East, for example, need not know about
our operations in the Soviet Union, and we obviously want to keep
those to as small a number of people as possible, because as the number
of people involved in a secret grows, so the chance of its exposure also
grows. Therefore we have a variety of compartmented systems, which
would take particularly sensitive operations, and set up certain ground
rules for how that information is to be handled, distributed, made
available to designated people, and this normally involves a specific

_briefing so that the individual is aware how sensitive it is. It then
involves a commitment by him to undertake never to reveal the mate-
rial he is being told in this form, and he is then given certain access to
this particular material.

There are a number of those different compartments.
Mr. Mn.ORD. Does your office write the regulations concerning so-

curitv classifications?
Mr. CouY. Yes, my office in the sense of, yes, the U.S. Intelligence

Board and the Director of Central Intelligence directives cover most of
these.

Mr. MILTORD. I would finally ask you that if there is such a regulation
or documents, we be supplied with a copy of them.

Thank you, Mr. Chairman.
Mr. COLBY. Certainly.
[The material requested by Congressman Milford is available in the

committee files.]
Chairman PIIK. Mr. Hayes?
Mr. HAYFS. Thank you, Mr. Chairman.
Mr. Colby, in your 'testimony before the Appropriations Committee

on January 15 in the Senate.,you indicated the role of CIA as you saw
it, and you outlined three major functions. You said that other agencies
play essential roles, but that CIA has three major functions in intelli-
gence work.

I have been bothered by that statement. As I read the National Se-
curity Act of 1947, specifically section 102(d) (3), it would seem to
rcad to me that CIA's role at that time, and according to the debates
in committee, and the transcripts of the deliberations on that legisla-
tion it would indicate to me that the CIA was going to be restricted.

There is much put to the words "correlate and evaluate," to those
two terms. It is even emphasized further. It goes ahead and says "Pro-
vided further that the departments and other agencies of government
shall continue to collect, evaluate, correlate and disseminate," so that
between the writing of that act and your testimony, there appears to
have been a growth in the definition and role of CIA.

Would you care to comment on that, particularly as to how you see
such a statement emanating at this point that other agencies Ao play
essential roles, but after all, CIA has these major functions?

You even said in your testimony, January 15, "To conduct clandes-
tine operations to collect foreign intelligence." There was no place
really where that role was outlined that I could see in the committee
reports at the time or in the deliberations.

Mr. COLBY. I think it was clearly intended to be included under sub-
section 5, "To perform such other functions and duties related to intel-
ligence affecting the national security as the National Security Council
may from time to time direct."
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Mr. HAYES. Yes, I thought you would say that.
If that is the case, then why did other ad hoc bodies grow up, such

as EXCOM, which by the way was excluded from the chart which we
saw here?
- Mr. COLBY'. Other bodies grew up in order to insure the coordination

of the various intelligence collecting activities of the Government as
a whole for one, and second, in order to allow me a vehicle through
which I could participate in the decisionmaking about some of the
other major programs of the Government, even those not under CIA.

Mr. HAYES. So that you don't believe that the National Security Act
is adequate or has been adequate over the years to handle the input of
the Director?

Mr. COLBY. No, the National Security Act was deliberately written
according to the tradition of intelligence at that time to use some very
broad general language, because at that, time we were in the thought
process that people don't talk about intelligence. You just go do it
quietly, but it never comes out in the public. We are in a different world
today, but that was certainly the approach used in 1947, and conse-
quently these broad grants of authority were put in the act with the
idea that they wou ld be supplemenlted through classified directives of
some sort, as they have been.

M[r. IIAYES. Anid so the growth in importance then of something like.
EXCOM is so important that we don't even really discuss it. We don't
even have a chart on this set of charts. You didf in the handout that
came along, that we came by here, which is not a classified document
at all. Apparently it, was one of the handouts that you gave us.

Mr. COLBY. I am not sure what you are referring to, Mr. IHayes. This
subject I would like to go into in executive session.

Mr. HAYES. Do you think it is secret? I have the handout here and
EXCO.M is mentioned in three. places, the program budgeting cycle
of the U.S. intelligence community.

Mr. COLBY. I believe that is a chart I withdrew before sending the
published version down here, and for that reason, that there are some
classified matters on that.

Mr. IAYEs.A la the tradition of 1947 that we don't discuss those
things.

Mr. COLBY. No; there aie some really useful, very useful reasons for
keeping a particular area of activity secret and I hope to keep it
secret.

Mr. hAYmS. You see, Mr. Colby, this is one of the problems that I
seem to meet..

Mr. COLBY. That may have been
Mr. HAYES. This is one of the problems I seem to be constantly

coming across as I look at testimony that you have given to the Con-
gress over the past 6 or 7 months, anld I look at the statute and I look
at the debates and it would appear to me that the intent at. the time
was to relegate CIA to a correlation and evaluation agency, but in
fact you have grown like the proverbial Topsy, and assumnel certain
responsibilities saying that you can do so under a broad grant of power
which I really don't see evident in the statute and in the debates.

Mr. COLBY. In 1947, as I said, the debates did not discuss some of
these delicate matters. I think it was very clear that the United States
was reestablishing an intelligence agency-the previous model had
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been the Office of Strategic Services during World War II-and that
it essentially picked up the jobs done by that office. Of course the
appropriations and the various reports of our activity along these lines
have been generally known for years, and no objection has been made
against them.

Mr. HAYES. My time has expired.
Thank you.
Chairman PiKE. Mr. Lehman?

* Mr. LH3HAw. Thank you, Mr. Chairman.
Mr. Colby, would you like to comment yes or no in regard to the

alleged proprietary companies, the proprietary organizations that are
owned by CIA, in this open session ?

Mr. CoLnY. I would not like to talk about individual companies.
Mr. LiHMAN. Fine, but I ask do you own proprietary companies?

Could you answer that yes?
Mr. COLBY. Oh, do we have them ? Yes; we do have them.
Mr. LEMMAN. Do you think that the American public would ap-

prove in your opinion of the CIA owning such companies in our kind
of a capitalistic competitive society ? Do you think the American peo-
ple would approve of this ownership, I mean just from the standpoint
of philosophy?

-Mr. CoLYn. Oh, yes, I think the American people would approve
of the fact that we use these for necessary purposes, and that we
conduct them under a number of restraints to make sure that they do
not adversely affect the free competition.

Mr. LrahmAN. On this Advisory Board, the President's Advisory
Board, it seems that you have basically an elitist type of advisory
group to the President. I notice in the membership there is no repre-
sentative from environmental groups, no senior citizens, no church
people, and no consumer advocates. Yet, this is supposed to be an
advisory group of prominent citizens. To me it is an advisory group
basically of the military-industrial complex.

I don't think they speak for tle mainstream of Ameriean citizens
in regard to the kind of intelligence community or intelligence opera-
tion they want.

Would you care to comment on that problem?
Mr. COLnY. Mr. Tehman. I have no voice on who is aT)T)ointed to that

board. The annointments to that board are made bv the President. I
think the gentlemnn and ladv on that board are hicahlv prominent,
hic.clv qualified American citi7ns. I would notice that the eorn-

li-,.qion annnointed bv President Ford to look into the CTA's activity
did include a prominent labor official. I don't recall any particular
environmentalist on it. hut I think there has been an attempt to have
that kind of representation.

Mr. 'T!WrANx. I won't pursue that at tl inint. You say it does not
adversely affect the common ity in which tlese pronrietarv organiza-
lions onerate, Nit, when making up your budget. do you 'look at the
balnnee shet, the profit and loss statements of these various Pro-
prietary corporations, in order to determine what kind of a budret
von ar goinfq to need for th eornin. vear. becnuse whether they make
a Profit or loss would determine the kind of allocations and appro-
priations you would need.
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Do you examine these balance sheets and profit and loss statements?
Mr. COLBY. Their accounts are very vigorously followed. They are

audited every year by an independent audit and they get a great deal
of attention.

Mr. LEHMAN. Do they file regular corporate income tax returns?
Mr. CoLmy. They do, and if a request to look into the specifics of

them come, then we would negotiate with the Internal Revenue
Service aboUihow to handle that.

Mr. LEHMAW. Just to pursue that a little bit further. In Miami,
in the Dade County area that I represent, there has been a great deal.
of activity and there have been allegations of 50 or more different
proprietary organizations. For example, I was in the used car business
in Miami for approximately 30 years, and all of a sudden, in about
1960, there was a sudden economic miracle amndng the Cuban used
car dealers. I remember, I tried to buy used cars and suddenly I was
competing against a lot of new companies. If the businessmen in Miami
thought we were competing against an intelligence unit of the U.S.
Government we wouldn't have dared to do that. What I am trying to
get at is, I think you are setting up a very dangerous situation in this
country if you continue to operate proprietary companies in competi-
tion with private enterprise and small businesses, who are actually
hanging on by their fingernails for their existence at this time.

I know it can be detrimental. I don't know how you can shelter these
companies from not being part of the mainstream of the business
community in which they deal. I think it is kind of a situation that is
nonconducive to the general thrust of the American economic system.

Iow do you protect a filling station or a boat company from com-
petition from CIA working capital I The most important thing a busi-
ness can have is working capital to succeed. That is what I am con-
cerned about, that you supply the working capital and make unfair
competition for American business.

Mr. CoLnY. Mr. Lehman, I am sure that in these investigations we
will be able to reassure you that we run these kinds of operations to
provilde a cover for some intelligence objective. They normally lose
money, and we normally do as little legitimate business as we can and
still appear to be a business.

Mr. LETIHMA,;. The last people I want to compete against is a losing
company because they are the toughest kind to compete against.

Chairman PIKE.r16. Field?
Mr. FIiELD. Thank you, Mr. Chairman, 'inid good morning, Mr.

Colby.
I would like to follow up on a few questions primarily dealing with

budget and funding and that type of thing and again'to try to keep
it simple and make the record clear.

We have heard from GAO that they do no auditing of the intel.
ligence community for a number of reasons. We have heard from OMB
that they do no=auitig of the intelligence community.

Mfy first question is: Does the intelligence community staff or does
the intelligence community in any way conduct a financial audit of
the intelligence community? Do'they look into the cost-benefit of
various programs, particularly as they may relate across department
or agency boundaries?
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Mr. COLBY. There are two answers to that. The first is that the indi-
vidual agencies conduct their own audits. CIA for, instance, audits its
own stuff. The Defense. audits its own material in the financial audit
category, and the intelligence community staff does not have an inde-
pendent audit in the strict sense of the word "audit."

Mr. FIELD. Could I just stop right there?
So there really isn't any sort of comprehensive audit that is taken

throughout the entire communitv.
Mr. COLBY. Tiere is an overall review. I would not call it an audit,.

an overall review of the effectiveness, which is this process that I de-
scribed that we have been setting up for the last couple of years, of
identifying the objectives and then developing an evaluation process
to see how well we are performing against those objectives, and then
relating those to the investments made in those activities.

Mr. FIELD. I wolll(l like to go through a few points. One would be
that clearly the intelligence community stall as we know it, which is not
very large, couldn't do this anyway.

Mr'. CoLBy. Right..
Mr. FIELD. SO. with its small size. really what we are saving is nobody

looks at, the whole thing to see if there is duplicationn. We know in the
early 1970's there. was a rather critical report issued from 0MB talking
about duplication. saying that there was a great deal of it. It looks to
me as though at the intelligence community level, there has not been
an extensive effort to try and ferret this oiut.

Let me go down into the CIA.
Mr. CoLny. All right.
Mr. FiW;r.,. It may happen in other agencies.
Mr. COLBy. If I may, I don't want to leave the wrong impression

here. There is an attem1)t to evaluate the performance against, invest-
ment on the. part of the intelligence community staff. That is this
management 1)rovess.

Mr. Fyium. Is that done by the Resources Advisory Committee staff?
Mr. Cortny. It, is dlone );y the whole intelligence' .oinnmuiiitv staff

which particil)ates in it. There are the three main divisions: Manage-
ment planning and resources review, 1)roduct. review, and collecting
and processing assessment. In other wor(ls, those three elements of the
staff, and those are the three elements, look at how those different
elements of the intelligence pr-oeS are performing.

Mi'. FIELn. Thank you.
Within CIA you have compartments. You have compartments in

other branches of the intelligence community. Is anybody cleared, is
any accountant or any financial person cleared, to look across com-
partments? We. have this coml)artmentation prol)lem. Is anivhody
cleared to look at all the compartments from the financial point of
view?

Mr. COLBY. The Inspector General has the right to look at anything
he wants to in the buildinrr.

.Mr. FI.LD. Does the Inspector General do across-compartment
reviews?

Mr. COLBY. On occasion. or the comptroller. The comptroller of CIA
looks at the activities of all the different elements of CIA.
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Mr. FIELD. It was my understanding that the Inspector General
used to do this, and that he has stopped doing it. Is that correct?

Mr. COLBY. For the last year or two he has been almost entirely ab-
sorbed in these various investigations, and looks back into the past.

Mr. FIELD. So nobody right now is conducting an across-compart-
ment, financial cost/benefit audit?

Mr. CoLBY. Several people are doing it. The comptroller is doing it.
Mr. FIELD. He does auditing across compartments ?
MNfr. COLBY. Cross compartment throughout the agency, and the audit

staff which is an element, a separate element, reporting to me admin-
istratively in the Inspector General's office.

Mr. FIELD. So we don't have one across the community, but we do
have one across CIA?

Mr. COLBY. Yes.
Mr. FIELD. Would you be willing to provide the committee staff with

this audit?
Mr. COLBY. Certainly. I expect to cover this on Wednesday.
Mir. FIELD. We hav]e not yet i(entifie(l tie fact tlat it exists. We

have asked for it.
The next. question would be who really runs this community. and

I think we, have henrd a lot of testimony, and I would like to bring
it together again. We lhave seen how the expense of the intelligence
('omlinllfity staff is paid for by the CIA. There are 13 subcommittees
and committees of the Intelligence lBoard. 'They are chaired, 1l of
tliem, by CIA people. The stall of tie Rjesolrce Advisory Con-
mittee, is ("IA. You, yourself, are tie lead. You are the )irector
of Central Intelligence. Wouldn't it be a fair statement that the CIA
really runs the intelligence community almost as a management group,
and that the other agencies, although they do participate in manage-
ment by and large, provide a lot of the equipment, facilities, man-
power, that type of thing?

Mr. COLBY. No; I don't think so. I think there is a very clear differ-
ence between the people who work on community matfers, although
tley are carried on the CIA budget for convenience, and on tile other
hand, the people who work in CIA on CIA affairs. There is frequently
a lot of debate between people as to how they are working between CIA
and another agency.

Mr. FLD. Let tne phrase my question in another way: Let's say
that there was a committee that is not on this chart that we saw here,
and it was a very important management committee that, made execu-
tive decisions. Who would be tle chairman of that committee, which
has now got the executive control and the operational control of the
entire intelligence community? IWho would be the head of that, if that
kind of a committee were set up ?

'Ur. COLBY. I suppose I would be. That is the concept.
Mr. FIL.D. Would that not put the CIA and voi in charge? Let me

ask you a different kind of question: HQW woui you tell the Secretary
_ of Defense that he should not have a certain program ?

Mr. COLBY. I tell the President that he should not. I have done that
in my annual recommendations.
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Mr. FELD. Wouldn't he say what you are really trying to do is build
up CIA I You say, "I think this ought to be over in CIA and not in
Defense." Haven't you got a conflict of interest here?

Mr. CorY. I obviously have two different jobs and one job is the
community job and one job is running CIA, but i try to distinguish
those two jobs and try to make the community work together, and
still exploit the very substantial benefits that are available from the
kind of talent and flexibility that CIA represents.Mr. FIELD. Thank you. My time is up.

Chairman PIKE. Mr. Colby, earlier in response to a question from
Mr. Dellums, you stated, I am sure very accurately, that you have never
leaked any information consciously but upon occasion you have declas-
sified information. Now, this is an advantage that you seem to have
over any Member of Congress, folks. You can classify information, and
then when you find it appropriate to do so, you can declassify infor-
mation. We are told that we can neither classify information nor
declassif- information.

When'I write you a letter, I write you a letter and make a carbon
copy of it for my files, and when you write me a letter, you write me a
letter, stamp it top secret, and while I can tell people what-I said to
you, I can't tell people what you said to me.

I have just sent to you a letter which you wrote me 4 or 5 days ago
stamped "Top Secret," and all the letter is is a letter of transmittal.
You are sending me some charts and some other pieces of paper. Would
you just tell me why that letter has to be top secret?

Mr. COLBY. Because it includes with it as attachments a number of
top secret documents.

Chairman PIKE,. Oh, yes, but there are some other things that are
included as attachments which are marked unclassified. They are not
marked Top Secret. Why does the letter have to be top secret?

Mr. COLBY. Because if you don't mark it secret or top secret, and
you attach classified documents to it, then the matter can be handled
in an unclassified fashion.

Chairman PIKE. I am talking about the letter itself. This is a letter
which you wrote to me. Why can't I show that letter to anybody I
want to?

Mr. CoLYn. I think there are certain things in it.
"Chairman PIKE. Just the letter, not the attachments, just the letter.
M.r. COLBY. This happens frequently, this kind of a problem fre-

quently happens with respect to our material. I can't go through every
document that I produce, Mr. Chairman, and separately classify each
page.

Chairman PIKE. This is your letter. Who classified it ?
Mr. COLBY. I classified 'it. It was classified because it incorporated

with it a lot of other documents. Now, I did not take the effort of sep-
arately classifying each page of these documents, and I know that
the material going with this letter included a lot of highly classified
material.

Chairman PTKE. Mr. Colby. earlier--
Mr. COLnY. I would be glad to review this if you want to release this

particular letter.
Chairman PrKE. Oh. no, I don't want you to release that letter, Mr.

Colby. I have lived with this for 14 years. I have drowned in pieces of
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paper stamped top secret that had no right to be stamped top secret
whatsoever. The Presidential directive that you referred to earlier
establishing these categories defines top secret. The test "shall be
whether its unauthorized disclosure could reasonably be expected to
cause exceptionally grave damage to the national security." Now, that
letter isn't going to cause exceptionally grave damage to the national
security.

[Committee note: The order referred to is Executive Order No.
11652 of Mar. 10, 1972; 37 FR 5209. SeA pages 431-41.]

Mr. CoBy. Some of the documents attached to it would, Mr. Chair-
man.

Chairman PIKE. I am not talking about the documents that are
attached to it.

Mr. CoLBY. No.
Chairman PIKE. It also says in this same Executive order, "This

classification shall be used with the utmost restraint." Do you have
any idea how many documents have been classified top secret just in
the last 6 months?

Mr. CoLBY. No, but I know that very strict limits on who can classify
things top secret have been set up and that we have procedures for
reviewing these matters. We are. hopefully trying to reduce exactly
the tendency that you are complaining about of overclassifying and
as you suggest you are right.

Chairman PIKE. Mr. Colby, that is what this Executive order was
all about when the President issued it. In fact, he started off saying,
"The interests of the United States and its citizens are best served bv
making information regarding the affairs of Government readily
available to the public." r to

Would you be able to find out. how many documents have been classi-
fied top secret in the last 6 months?

Mr. COLBY. Within CIA?
Chairman PKE. No. within the intelligence community.
Mr. CoLBY. The community as a whole?
Chairman Pr,. Yes.
Mr. CoLMY. That is a little hard. I can find out how many people are

authorized to classify documents.
Chairman PIKE. That really wouldn't be, too helpful. because that,

rubber stamp can go just like that all day long classifying documents
top secret.

Mr. Colby, in this same Executive order. there was set up a provision
whereby, over a period of years. documents after 2 years which were
top secret become only secret, and after 4 years they become only confi-
dential, and after 10 years they are not classified at all unless'an excep-
tion is made. Tn the case of my letter. an exception was made. Was that
exception really necessary, so that that document could never be re-
classified?

Mr. COLBY. There are certain thin., in there. It was stated that it is
impossible to determine when it can be declassified. I don't lmow when
we would be prepared to declassify it. There are some 10-year-old pro-
grams that I know are still secret, and I would imagine'that some of
the 10-year-old programs mentioned in some of this material 10 years
from now should still be secret. Whether it will be or not is another
question.
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Chairman PIKE. Mr. McClory is recognized, but I would ask one of
my staff to pick up that classified document before it gets away.

Mr. TMCCLORY. Thank you, Mr. Chairman. From what I hear when
I go home among my constituents, there is a great fear expressed that
these multiple inquiries that-.we are conducting, including the two
congressionalhearings, are being extremely detrimental to our Nation,
to our national security, and destructive of a very valuable intelligence
community. I am interested myself in getting to'the bottom of all these
secrets that have been withheld from the Congress, particularly with
regard to any and all acts of wrongdoing, of excessive activities on the
part. of the NIA and other intelligence agencies which are not author-
lzed by law or which even though authorized 1)y Jaw. nevertheless,
seem to be improper or go beyond the intent of the Congress.

I feel, myself, that the Rockefeller Commission has unearthed a
great many of the domestic activities unlawfully, wrongfullyv con-
ducted by CIA. I served, as inany know. about a year ago in an impor-
tant Judiciary% Committee proceeding, and I want to say this: That
while there vere extreme efforts which canie to our attention of Presi-
dential actions. an( those in tle Wllite I louse trVin.,.r to use the CIA
for political plUrI)oSeS..ad misuse it and trying to excuse a wrongdoing
by trying to get the ('IA. involved, that 'those efforts were virtually
fruitless, that time CIA. resisted except in a very minor way. W1 hen "I
think of tile. Hunt disguise and things like thdat that were given for use
ill connection witl til )r. Fielding escapade. that was wrnr. 1)lit T
mean from the broad standpoint the 'IA resisted, and I think they did
it to their Credit.

I am concerned about your reference to covert activities and your
apparent intention to virtually (liscontillle covert activities. As a mat-
ter of fact. covert activities which do not involve any acts of violence or
tleats of violence are extremely valialble parts of our CIA activities.
are tmexv not? I would think the'y are one of the nmjor parts of having
tie CIA.

Clhairman Pii.. Excuse m. Mr. "eClory. I didn't want to give any
imipression that I tlomiht we should terminilate this kind of activity. I
say that as a result of the world situation today, we are not called upon
to do very much of this. We are doin- some which has been rel)orted as
the law requires. but I think that it is vory imiportant to o1 country
that we keep the capability to do this kind of covert. activity in the
future, because. the world situation cn csu~e in the next 5 or 10 ears.

Aft. "MCCLORY. I am fearful. and T know many Americans are
fearful, because of the downgrading of covert activities, that perhaps
that can be accounted for as a part of the dimunition of our influence
aro,,nd the world. T think it is something we have to be very-

Mr. Comiy. I think. 'M'. 'McClory, T am hoping that those investiza-
tions can be thorough. can be discrete, and that we can -ro back to
work here in another few monthsq. There is no rmestion that in the
present atmop,l)ere of sensationalism, that we are restrained from
wha t we can (10 in various places. because we are concerned that instead
of helping somebody. we might, hurt them very badly, and conse-
quentlv we have to restrain olrselves from activity which otherwise
would ie in the interests of our Nation.

Mr. 'McCrony. Notwithstanding all of these inquiries, it is a fact.
is it, not, that no individual has been injured, or no person's safety
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has been jeopardized as a result of these inquiries? Can you answer
that ?

Mr '. COLBY. There are certainly a number of individuals who have
been jeopardized by the publication of at least one book. We have
lost a certain aniount of intelligence opportunities by revalations over
the past few months. There is no question about it that we are suffering
the withdrawal of a number of our collaborators, foreigners, Foreign
Intelligence Service, Americans who have patriotically assisted us,
who are now afraid that they will be branded as CIA fronts.

'I~ere are a number of people who have decided that they cannot
collaborate with us in the degree they did in the past, and this is hurt-
ing our intelligence.

Mr. "McCr,oiw. I just want to say I am hopeful that in the conduct
of our inquiry here that we can retain the necessary confidence, the
necessary secrecy that is vital in order to preserve a strong intelligence
community. while at the same time enabling us to get to the bottom of
what, we are Sul)l)osed to be investigating.

Mv time is up. Thank you very much.
Chiairman PIKI. "Mr. Stanton.
AMfr. STANTON. Thank you. Mr. Chairman.
Mr. Colby. oji page 6 of your testimony you refer to the board that

was the predecessor to the Preqident's Foreign Intelligence Advisory
Board that was created out of the Hoover Commiission in 1955. Are
you referring there to the study done by Gen. Mark Clark?

.Mr. CoLrav. No: I believe that particular board was headed ly-I
have forgotten the Admiral. Killian.

I have forgotten the name.
Mr. STATON. Are you familiar with Gen. "Mark Clark's study?
Mr. Co ,y. I know that such a studv ]ins !heei made. I caii't re.on-

struet it riglt here.
Mr. STANTON. One of the recommendations that Gen. 'Mark Clark

made was that in view of tle CIA activities in the Intelligence Com-
miinitv activit ies in 1955. lie thought that there oluight to be a strelimth-
enin' of the activities of oversight )y tlw (onress. I)o yo- o11(li'
in that recommendation today, in light of 20 years of experience that
we have gone through ?

Mr. Coluv. Well,. as I said ill my testilnv. tile better tile external
supervision of the Intelligence Con1uuuity. tll, better tle internal
Supervision will he. and I do lasicIllv slup)ort tile idea of intensive
oversight )y the Congress of our activities. through a chanmel which
can protect the necessary secrets.

Mr.,r.\N'rN. Would von recommend or would -'oil concur that
maybe a joint committee of the H[ouse anul Senate would l)e a proper
vehicle?

Mr. COLBY. That. of course. is a matter for tle CMgress to dei(le,
but I would have certainly 1o prol)lem with it. It might even reduce
the number of committees I ha ve to report to.

Mr. T.\.ToN. That would help you in your functioning. Would
you believe that the General Accounting Office. given express statu-
tory authority by the Congress. would I)e an aid to the Congress.
in terms of auditing the procedures indlh,)endent of the CIA. and
would that hurt you in terms of your intelligencegathering functions?
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Mr. COLBY. I think that depends on how that would be.worked out,
Mr. Stanton. The statute clearly says that under the statute I can sign
certain things off without further review by anybody. We do have an
internal audit procedure of considerable strictness. Initially we tried
to separate out the sensitive from the nonsensitive material, and let
them review the nonsensitive. They didn't find that satisfactory, and
I can understand why, and they withdrew from the arrangement.

Since that time, we have had no external supervision. I think that
any such arrangement would have to be very carefully worked out, to
make sure that the material is not distributed any further than is
absolutely necessary.

Mr. STANTON. You say you have had no external supervision or
auditing from the GAO?

Mr. COLBY. Auditing?
Mr. STANTON. Auditing.
Mr. CorY. Well, certain individual audits, certain individual situa-

tions have been looked at.
Mr. STAN.TO. Since what year?
M r. COLBY. I think they withdrew as I remember in about 1960,

something like that. Since that time they have audited a few par-
ticular problems.

Mr. STANTON. They audit the "'NSA. don't they, still?
Mr. COLBY. They h-ave an audit staff there.
Mr. STANTON. Then you think that the Congress mightdesign a

functional role within certain ground rules that the GAO could func-
tion as an auditing arm of the Congress. You know so many times we
in the Congress feel that the information we get goes to jiist one or two
selected people in the Congress, and there are 433 Members, 533
Members or 532 Members that are left sort of in a blank, and we would
like to enlarge that. without compromising the security of the United
States or without diminishing the effectiveness of your intelligence-
gathering operations, although I would like to diminish some of your
covert activities. Would you concur in that?

Mr. COLBY. I really cannot concur in theory or in principle without
getting into the specifics of how that would be. done, Mr. Sta'ton.
Consequently I would really like to suspend takincr a position on that
until I saw exactly how it was done, because my definition of adequate
controls might not meet the ones that you have in mind.

fr. STA NTON. In your statement you refer to J9mes Madison. the
fact that he won the contest for having the legislature determine
secret appropriations. Do you think that James Mfadison anticipated
that Congress would be advised 3 or 4 years after the fact of covert
activities in terms of appropriated money?

Mr. COLBY. I don't know that he had that in mind. I think he was
looking at it as a theoretical matter. Certainly President Washington's
request for a secret fund-ther. isn't much about it. the Congress itself
had a Committee of Secret Correspondence at that time. I really
don't-

Mr. STANrON. Were they engaged in destabilizing friendly
governments?

Mr. COLBY. They were destabilizing the British Government here.
Mr. STANTON. They were at war, weren't they?
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Mr. COLBY. They were in revolution.
Ir. STANTON. It is a little different situation, yes. Were we in revolu-

tion with Chile?
Mr. COLBY. No; and we did not destabilize. I would be very happy

to clarify that once again. That has been one of those words that has
been put in my mouth and hung around the neck of CIA which was
never used by CIA. It is used in quotes as attributed to me. That trans-
cript does not include those words-and I am not quibbling about
semanitics.

Mr. STANTON. You are not, you are denying it-
Mfr. COLBY. The program we were engaged in, as I have testified

many times, was not a program of destabilization. We had nothing to
do with the military coup that overthrew President Allende, and our
policy and program there was designed to sustain some democratic
forces looking forward to the elections of 1976. It was not a destabiliza-
tion program.

Mr. STANTON. I yield back the balance of my time.
Chairman PIKE. Mr. Dellums.
Mr. DELLUMS. Thank you.
Mr. Colby, in our opening colloquy following your statement that

the American people know more about their intelligence community
than other governments, you responded that you respond within the
framework of the laws and the statutes. I would like to now ask you
several questions that would specifically call upon you to make that
statement meaningful before us. As you know, this year there have been
allegations in testimony before the Senate with respect to the CIA's
r elationships with the Mafia. My first question is, prior to 1975 has
the 0MB or Congress ever been briefed on the full extent of CIA's
relationships with the Mafia?

If so, when and with whom?
Mr. COLBY. Reference to this was made in the compilation of ques-

tionable activities conducted as a result of Mr. Schlesinger's memoran-
dum in Ma'y 1973 and a collection gathered together. The information
so collected was reported to the acting chairman of the House and
Senate Armed Forces Subcommittee dealing with intelligence.

Mr. DELLUMS. Would you-
Mr. COLBY. There is just a reference to it, we didn't go into further

detail. It was indicated we were not going to do anything of that in the
future.

Mr. DELLUMS. I can then assume that you have never given the full
extent-you said a reference, so I can assume that in response to my
question, you say that you never gave testimony before OMB or the
Congress' on the full extent of CIA's relationship with the Mafia?

MIr. COLBY. Well, the full extent is a hard word to answer.
MNr. DELLUM1S. I am saying, the whole picture.
Mir. COLBY. Every detail.
Mr. DELLUMS. It is very simple.
Mr. COLBY. A general statement of what happened was given in those

two instances, but not further.
Mr. DELLUMS. My next question, was Congress and the OMB briefed

on the Phoenix and CORDS program prior to their execution? If so,
when and with whom? Was the objective of eliminating the infra-
structure of the VC fully discussed at each briefing?
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Mr. COLBY. When I was working in the CORDS program, I was on
detail away from CIA. I was working first for the Agency for Inter-
national Development and later for the Department. of State. I worked
under the Military Command. That program was conducted in Viet-
nam. It comprised one element of the overall pacification program..
The other, the entire program-

Mr. DELLUMS. Would you yield at that point?
Mr. COLBY [continuing]. f have talked about many times.
Mr. DELLUMS. Would you yield at that point 1 second. I am asking,

did you ever brief OMB and Congress prior to the execution of these
programs? I am certain that we have more than ample opportunity to
go into the detail of the programs themselves. At this moment, I am
simply asking, have you ever briefed OMB and the Congress? If so,
when and with whom?

Mr. CoLBy. I have testified in extensive detail about the pacification
program in Vietnam.

Mr. DELLUAMS. Prior to the execution ?
Mr. COLBY. In February 1970 was my first, time of testifying, that

was my personal time. The matter was reported. I don't know how it
was reported before that time because I know it had been included in
general reports sent home to Washington. The degree to which that
was briefed to the Congress, I am not aware.

Mr. DELLuMS. Would you supply that specific information to this
committee?

Mr. COLBY. If I can find it, Mr. Dellums, surely.
Mr. DELLUMS. Thank you.
Was the mail cover program initiated in 1953 ever discussed with

Congress or OMB prior to its ostensible termination in 1974; and if so,
when and with whom?

Mr. COLBY. I do not believe it was, Mr. Dellums.
Mr. DELLUMS. Is OMB and Congress briefed on the number of

agents, contractors' assets that the CIA has in the United States?
Mr. COLBY. In general terms, yes. We talk about the numbers of ac-

tivities and the amounts of money used for that purpose.
Mr. DELLUMS. Has the Congress and 0MB been briefed on the fact

that CIA operated so-called safe houses in the United States? If so,
when and with whom?

Mr. COLBY. Oh, I am not sure whether this was ever included specifi-
cally in a congressional briefing. It certainly-I am sure that the OMB
examiners are aware of it.

Mr. DELLUMS. Were the Congress and OMB briefed on the.CIA
program to assist domestic local police departments prior to the assist-
ance being carried out? If so, when and with whom?

Mr. COLBY. I think in most cases the answer to that is probably that
they were not specifically detailed or described to the Congress or to
OMB, but the general fact of our relationships and assistance to other
parts of the Government have certainly been covered.

Mr. DELLUms. Are Congress and the OMB specifically briefed on the
number of agents and their location who are under deep cover with
American corporations?

Mr. COLBY. I think I have referred to the total number and the size
of this kind of an effort and I have been prepared to answer questions,
if asked. As I said in my relationship with my committee chairman,
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I iay that there are no secrets. I would make a considerable effort to
protect information of this sort and try to dissuade somebody from
into getting into the individual details of which particular American
company was patriotic enough to help us.

Mr. DELLUMS. Prior to execution, who outside the agency authorized
the 1967 decision to establish within CIA counterintelligence, a pro-
gram to identify foreign links with so-called American dissident ele-
ments? Prior to execution, was this operation checked with the 40
Committee, OMB, or any Member or committee of Congress? The
second part of the question-

Chairman PIKE. The time of the gentleman has expired. You are
going to have to settle for the first part of the question being answered.

Mr. COLBY. On the first one, I think you will find in the Rockefeller
Commission report, Mr. Delluins, that this program stemmed from a
great degree of interest in this problem from the Office of the President,
himself, both President Johnson and President Nixon.

[Expanded responses to several of Mr. J)ellums' questions above
were. received with a classified designation. They are in the committee
files.]

Chairman PIKE. Mr. Kasten.
Mr. KASTEN. Mr. Colby, I want to go back to clarify a question I had

about the possible employees with the NSA. I think'it is important to
point out that this was before 1973, or, excuse me, before the January
1974 law took place. But I am not as concerned about that as I am with
the kind of overall question here. We are talking about an individual
who performed some declassification work, who occasionally dealt with
OMB on arms deals and related matters; the OMB contacts probably
didn't know that he worked for the agency.

I point out that this was not the CIA liaison man to the NSC staff.
He had occasional contacts with the White House, people like Zeigler,
Price, Timmons, et cetera. Each of them theoretically I guess could
have known if they had made an inquiry that this individual had
something to do with the CIA, but the fact is they didn't. He dealt
once or twice with a representative of foreign government on terrorist
matters, he did not deal with the news media directly but did author
press releases.

Now, the point is he made recommendations, sent the recommenda-
tions to the President. These recommendations at times included
covert action projects. It is not clear that ona given occasion the Secre-
tary of State, Mr. Kissinger, on reviewing the proposal would have
specifically been aware that the man making these recommendations
was in fact an operational employee of the CIA and actually on the
covert budget.

Mr. COLBY. But detailed to the National Security Council.
Mr. KASTEN. Detailed to the National Security Council?
Mf r. COLBY. And responsive to its directions.
Mr. KASTEN. Leaving that question aside, don't you think there is a

problem here with the checks and the balances in terms of the way
the system is supposed to be working? In other words, here is a per-
son who is on the payroll of the CIA, but yet all of these people, all
of these contacts, all of the efforts, all of this job. many of these people
aren't aware that he is an employee of the CIA. Don't you think there
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is a problem there, or do you think that this is the way the system is
supposed to work?

Mr. COLBY. There would be a problem if CIA were somehow manipu-
lating him, yes. But it is my belief that CIA merely provided him to
the National Security Council staff to be directed and run over there
as a member of that staff. That staff has Foreign Service Officers, mili-
tarv officers, all the rest, and they all operate as individuals for that
staff.

Mr. KAsTN. Bt this individual was making recommendations for
covert activities with the National Security Council?

Mr. COLBY. Just as military officers are making recommendations
about military affairs, too.

Mr. KASTEN. In other words, you don't believe that there is a con-
flict or possible conflict of interest, do you-

Mr. CoLnY. If you believe that CIA was somehow engaged in a
great conspiracy to penetrate and manipulate the U.S. Government,
then there would be a problem. I know it isn't. And when we send a
man over to work for somebody, he goes over and works for him; he is
not working for us any more.

Ir. KIASTEN. Whether or not there is a conspiracy or not-and I
personally would agree with you that there is not-there certainly is
a problem in that kind of a mechanism, there are certainly questions
that could be raised; if a conspiracy in fact existed this is" the way it
would work; isn't that correct?

Mr. CoLBY. You are way out in the hypothetical, far beyond me, I
am afraid, Mr. Kasten.

Mr. KASTEN. Now, on page 9 of your statement you said that you
provide the President with your independent assessment of the in-
telligence community resource requests. Do you also provide the Con-
gress or specific committees of the Congress with an equally inde-
pendent assessment of the appropriateness of the budget requests of
the individual intelligence agencies, or do you merely define the over-
all intelligence community budget once it has been approved by the
President?

Mr. COLBY. Well, I have essentially defended the Prep-dent's budget,
hut if the Congress asks me for my" independent assessment of a par-
ticular program I would give it to them.

Mr. KASTEN. Has the Congress recently asked you for your assess-
ment of an individual program within the last 2 or 3 years? Has that
ever happened?

Mr. COLBY. I can't recall any particular case, although there is so
much staff-level discussion that it might have happened.

Mr. KASTEN. Do you think that the Congress could more effectively
assess the appropriateness of the spending levels of these agencies of
the various parts of the intelligence community if you in fact gave
your independent views on these budgets to the Congress or to the ap-
propriate committees; would you welcome the opportunity to provide
that kind of information, agency by agency, rather than presenting
the entire packageI

Mr. CoLnY. Well, I think-particularly the two Appropriations
Committees have indeed found it useful to be able to talk to me about
the budget as a whole, including the budget of the other agencies. I
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believe the amount of testimony I have given stems from the fact that
they have found it somehow useful. I am certainly prepared to con-
tinue that. In other words, I will certainly obviously defend the Presi-
dent's budget first, but under the normal rules of dealing with Con-
gress about budgets, if the individual agency is asked for what its
original recommendation was, why it is entitled to say so.

Mr. KASTEN. Would you think that--
Chairman PxiK. The time of the gentleman has expired.
Mr. Murphy.
Mr. MuRPeiY. Thank you, Mr. Chairman.
Mr. Colby, earlier in your testimony you indicated that through

leaks or testimony some intelligence has been lost. Could you elaborate
on that a little?

Mr. COLBY. Well, I can't elaborate in great detail in open session, I
am afraid, because it does cross certain limitations that I am under.
But as I said by reason of the amount of the leaks and sensationalism
there are individuals who previously have worked with us who have
said they can no longer work with us. The risk is too great to their
lives or their livelihoods. There are Americans who have previously
collaborated with us who have asked will we please not approach them
in the future. There are foreign services, foreign intelligence services,
who have expressed great concern to us as to whether we can protect
the sensitive information they share with us, or even the fact of our
having a relationship with them, because they are concerned that they
will be politically in trouble in their country if it comes out they have
a close relationship with us.

Mr. Mu piy. Would you classify their contribution as significant?
Mr. Couvy. Yes, very much so.
Mr. MuRPHy. In your testimony before the various committees in

Congress, oversight committees, whether it be the Armed Services or
the Budgetary Committees, have they ever made any recommenda-
tions, and if so, have these recommendations ever resulted in your
desisting from a certain program or line of action?

Mr. COLBY. Yes; they have, and they have sometimes forced a choice
between two activities.

Mr. MuRniy. Could you go into detail on that when we get into
executive session?

Mr. COLBY. I can, certainly.
Mr. Munphy. Mr. Colby, do you keep a record of your appearances

and briefings before the Congress?
Mr. COLBY. My staff keeps some kind of records, the transcripts,

things like that, I guess.
Mr. Munp y. Is your appearance before the Armed Services and the

Budgetary Committees on a scheduled basis or just certain times of
the -ear?

Mr. COLBY. The Armed Services Committee set up a biweekly or
once-every-2-weeks meeting with us some time ago. During this'dis-
cussion about the formation of this select committee, that was
suspended for a while, but it has resumed.

Mr. Munmiy. Would you describe this relationship and appearance
before these committees as close, or is it just a periodic thing?

58-920-75-11
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Mr. COLBY. No; this is every 2 weeks, either I or one of my senior
officers would be up there, and we would brief them on whatever hap-
pened to be aroundthat they needed to be briefed on. Second, with the
Appropriations Committee, obviously it focuses more on the appro-
priations time and the budget process, but I also appear there to give
a picture of the world as a whole and discuss the substantive situations
around the world against which the budgets are being put together,
military budgets

Mr. MURPHY. Do you discuss covert operations that are about to take
place to seek their approval, or do you tell them after the operations
are underway I

Mr. COLBY. Under the present law, we are required to report in a
timely fashion. I think a reading of the statute is quite clear that that
is not expected to be before you initiate the activity. And I think the
answer is normally no, we don't seek their advice on the matter before-
hand. But in the appropriations process, there are a number of times in
which reporting on an ongoing activity and requesting the budget for
its continuation next year, there has been considerable debate about
whether it should continue next year, and in some cases it has been as
a result of the testimony.

Mr. MURrHY. So these oversight committees would never be in a
position to prevent you from undertaking a program of covert
activity?

Mr. COLBY. Under the strict rules of the law, no, but you know the
way the separation of powers works-

Mr. MURPHY. I don't mean the strict rules of the law. Obviously you
don't come to them until you are well into the program or have com-
pleted the program; is that correct?

Mr. COLBY. Yes. But under the Constitution, the way it works-
Mr. MURPnY. And you use the words "timely fashion' to get around

coming to them before you initiate the program?
Mr. COLBY. That is what the statute says-in a timely fashion; it

does not mean beforehand.
Mr. MuRPiry. Could you not interpret "timely fashion:' to mean an

appearance prior to starting a program?
Mr. CoLBY. No; I don't think so, because I think it says that the

statute--the national statute says that we will not do these matters
unless and until the President finds it important to the national
security and then reports it in a timely fashion. I think the clear-

Mr. Munrpiy. But you reduce the oversight committees to Monday-
morning quarterbacks. In essence, that is what you do.

Mr. CoLBY. Well, that is the way the Constitution works. I assure
you we are very attentive to the attitudes of the Congress.

Mr. M.unpny. When you say that is the way the Constitution works.
I find that hard to accept. 'You mean from your definition of the
words "a timely fashion," Mr. Colby, you take'it to mean that you do
not present to these oversight committees any covert activity or line
of activity that you are about to initiate until after you are well into
it. or until you have completed it.?

Mr. COTBY. Or a continuing line of activity, of course, is brief in the
sense of briefing the following year's budget. This was certainly the
case for some of our activities in Southeast Asia, that went on over
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several years. These were briefed each year, and each time the money
was appropriated to carry on those programs. In that sense, there was
a prior approval.

Mr. MURPHY. I think I would-I know my time is up, Mr. Chair-
man-I would take issue with your interpretation of the timely fashion
and the real effect Congress had in its duty to oversee.

Mr. COLBY. I think in the detailed testimony in executive session, I
can show you some examples, Mr. Murphy.

Chairman PIKE. The committee at this time will stand in recess
until 2 o'clock this afternoon.

[Whereupon, at 12:29 p.m., the committee recessed to 2 p.m. of the
same day.]

AFrERNOON SESSION

Chairman PIKE. The committee will come to order.
Mr. Milford may interrogate.
Mr. MILFORD. Thank you, Mr. Chairman.
Mr. Colby, you have testified that ex-employees have damaged our

intelligence capabilities by writing books and that sort of thing. Are
you presently taking any sort of steps through employment contracts
or other legal instruments to prevent this practice from occurring in
the futureF

Mr. COLBY. We have long had that particular practice of an employ-
ment contract and agreement not to publish in the future without our
approval the classified material learned. It is not a question of the
opinions; they can publish opinions without coming to us. But it is
a matter of publishing the facts that they learn in the course of their
employment. This particular contract, of course, was the basis for our"
action against Mr. Marchetti, and the courts have sustained our posi-
tion in that regard-the enforceability of that through an injunction,
provided we learn of it in advance and are thereby able to get the
munction.

With respect to the people who have already published before we
can hear about it, I believe our legislation is very inadequate at the
moment. I have made some suggestions which I think are compatible,
fully compatible with our Constitution.

They would apply only to we who consciously assume the obligation
of keeping the secrets. they are comparable to the kinds of penalties
that exist for people who, without authorization, reveal an income
tax return, people in the Treasury who would reveal an income tax
return, people in the Census Bureau who would reveal a census return.
and people in Agriculture who would reveal cotton statistics, and affect
the market.

I believe we can have that kind of criminal sanctiofis for the unau-
thorized revelation of intelligence sources in a fashion that would both
give us better protection of our sources and, second, be quite com-
patible with the Constitution and the importance of the free press.

Mr. MILFORD. Thank you.
In your normal foreign intelligence missions, do you often use the

coop)erative, voluntary efforts of friendly international corporations
and their employees? That is, companies such as American-owned
international airlines, export-import companies, manufacturers and
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distributors of American-made goods; are their employees recruited
to work with your agency?

Mr. CoLBY. We have for many years had a practice of interviewing
Americans who might know something about some pait of the world
that we are interested in. We are revealing ourselves as belonging to
CIA. We don't pay for the information. They give it to us as the
vohintary act of a patriotic American.

Mr. AILFORD. Do you consider this as an important source?
Mr. COLBY. It is a very important source, for two types of intel-

ligence, scientific and technical intelligence, and sometimes economic
intelligence that enables us to get intelligence without going abroad
to find( it out. We have it here, it is already in America. We have
1)romisd these people that we will not reveal them as a source, and
we have lost certain of this cooperation in recent months because of
the publicity recently.

There is another category in which we sometimes work with them
on a much smaller number, and that is where a legitimate American
company offers to' allow us to use their name to put some individual
abroad: it is called a cover arrangement. We repay them for the costs
of that kind of an activity.

Mr. MIuoR. Recently, in a private, personal conversation with the
president of one of these corporations. he told ine that he had recently
issued a directive to all of his employees that they were to refrain
from aily cooperation with the CIA under penalty of being dis-
charged. This particular company president further: stated that the
receiit news articles on congressional hearings had named some inter-
national companies as having cooperated in the past with CIA. This
event then made the lost nation and customers within these nations
reluctant to do business with the named companies. lie feared that
tle same might happen to his company and therefore issued the direc-
tive for all of his employees to refrain from cooperation with your
Agency.

Now. is this an isolated case or have you seen a pattern of this since
these hearings started?

Mr. CoT.wy. I have seen a number of then in recent months, a num-
ber of these cases have come-have been brought to my attention. In
that kind of a relationship we have dealt with the top of the corpora-
tion. They have known they were dealing with CIA. We don't inde-
pendeiitl suborn some eml)loyee, of theirs to work for us. But in that
kind of a situation we have hnd that cooperation withdrawn in a mul-
her of cases in recent months and it does adversely affect our knowledge
.of the world, because it was an important source to us.

Mr. MILFOPMD. Thank you, Mr. Chairman. I yield back the balance of
liy time.

Chairman PIKE. "Mr. Aspin.
Mr. Aspi-x. Thank you, Mr. Chairman.
I just caught the beginningg of the discussion, I think. and I missed

the very first about the recommendations that yol had about your law
to prevent leaks in the future. But I think the pIoblem with your recomi-
mendation goes back to what you said earlier, which is that you have
not leaked things but you lmave unilaterally declassified thelm.'And you
know as well as I do that anybody whole has been in this town long
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enough knows that the real unilateral declassifications come from
people at the top. They don't come from Congress, most of them, they
don t come from the bureaucracy, most of them; they come from the
Secretary of Defense and the Secretary of State or somebody working
for the President's staff or the President himself.

Now, is your law going to apply to those people? See, the problem
is, if you think that you can get a law that allows us to throw. or
allows you to throw Dan Ellsberg and"Mike Harrington into the pokey
and yet lets Mel Laird and Henry Kssinger-

Mr. COLBY. My law would not apply to Mr.-
Mr. Aspi-,N. It just isn't-going to wash. If it is going to be a law, it

has to apply to everybody. Fat chance we are going to get a law that is
going to apply to the Secretary of Defense or the Secretary of State.
for that matter.

Mr. Cor,BY. Mf. Aspin, the point here is like a pitcher fill of water;
the water can be poured out, the pitcher retains its integrity. If the
leak occurs at the bottom of the pitcher the pitcher can never be re-
filled. That is our problem. We have those leaks that are destroying
the pitcher itself of our intelligence activities.

Mr. AsPiN.. OK. But who decides that? You have got a situation
where people like Mel Laird decide they can skim the cream off the tolp
of the pitcher, or Secretary Kissinger decides lie can unilaterally de-
cide that he is going to deem as secret or not, and Congress. as the
chairman has pointed out, is at the mercy of this system. You can't
have a national secrets act in this country'with this kind of a system.
It isn't going to work.

The second thing-let's broaden the thing because I think the rec-
ommendations of what we are going to do here are very, very impor-
tant. The second thing that bothers me about your recommendation.
which is that we stop the leaks, is that there is no comparable recom-
mendation in the things that you have recommended to prevent the
illegal acts from happening in the first place. There is no criminal
statute for leaking, as you point out, but neither apparently is there
any criminal statute for violating the statutes or the Executive orders
that govern the CIA. So if we pass your recommendation, which is to
put a criminal sanction on all leaks, what we will have done is not.
prevent illegalities from happening in the future as they have hap-
pened now, but you will damn well prevent them from coming out.
And what you are doing is just putting a cap on the bottle rather than
reforming the system. Where-1-s the recommendation for making crin-
in al penalties associated with breaking or violating the statute of the
CIA or the Executive order? Why not criminal penalties for that?

Mr. CoTBY. There are a number of criminal statutes that apply to
certain of these activities. There is a legal question as to whether they
are applied to the particular people involved in this thing.

Mr. AsPrIN%. Exactly, exactly.
Mr. COLBY. Now, whether there are additional criminal statutes

necessary or not, I frankly don't think there are. I would solve that,problem by what I refer to as very vigorous supervision
Mr. AsP.N. But you can't
Mr. COLBY [continuing]. By the Congress.
Mr. AsPIN. But you can't have vigorous supervision unless you

have some penalties with it.
Mr. COLBY. No.
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Mr. AsPIN. Here is the problem. The problem is that the super-
vision can't be vigorous. We have gone round and round on this
business about how good is the control through the money. I am not
sure that it really is relevant. I mean, we have established here
today about the audits and that you don't have very-you as DCI
can't have audits into other parts of the intelligence community
other than the CIA. There is compartmentalization, there's lots of
secrecy, some of it for very good reasons. But there is no way that
system is going to be able to be controlled. Even if you control tile
money very well, a lot of these really illegal things I have a feeling
don't cost a lot of money. So you have to have some other mechanism
to make sure that they are not being done. And you have to have
criminal statutes. You can't just put criminal statutes and have crim-
inal prosecution of Sy Hersh's sources and not have criminal statutes
to prohibit the people who set up Operation Chaos or the mail
surveillance or the other things.

Mr. COLBY. I think there are criminal statutes that apply to some
of those things. With respect to the Operation Chaos, I think the
Rockefeller Commission found that it was basically lawful. There
were a few unlawful acts that took place during it. But the basic
activity was lawful. I think you will find the statute is there. But as
for how you control this, it seems to me I get back to supervision,and a very wise gentleman once described to me the relationship
between the board of his company and the president of his company.
It was a very simple one: No surprises. So that the president was
at. hazard, the president of that company was at hazard that the
board not be surprised. I think that a vigorous congressional committee
with its own investigations can find things out

Mr. AsPIN. That can't happen. -

Mr. COLBY [continuing]. In that position.
Chairman PIKE. The time of the gentleman has expired.
Mr. Johnson.
Mr. JOHNSON. Thank you.
You are familiar with the War Powers Act, I presume?
Mr. COLBY. Yes.
Mr. JOHNSON. Could the CIA in your opinion under the War

Powers Act engage in the same kind of covert activity, the same kind
of military operations now that the War Powers Act is in existence that
it engaged in against Cuba and against Laos and Cambodia?

Mr. COLBY. Well, I think that the provision of the Foreign
Assistance Act says that the agency is prohibited from doing opera-
tions other than intelligence.

Mr. JOHNSON. That is the Hughes amendment. I wanted to get
to that later oIL

Mr. COLBY. Yes.
Mr. JOHNSON. But could, in your opinion, if the President directed,

,or if a subsequent President directed a subsequent director to engage
in these kind of a military operations, would it be lawful for him to
do so?

Mr. COLBY. I think you are distinguishing a paramilitary operation
:and a military operation.

Mr. JOHNSON. Well, it is very hard for me to distinguish those two
different operations.
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Mr. COLBY. And either one of them would be included in the report-
ing necessary under this act.

Mr. JOHNSON. In the report, but insofar as your concern,. I take it
your answer would be that if the President directed, it would be the
function of the CIA-

Mr. COLBY. I have not studied the legal aspects of that. I respect-
fully request that I get a chance to reply for the record.

Mr. JOHNSON. At least you are not willing to state that a declara-
tion under the War Powers Act would prohibit that kind of activity?

Mr. COLBY. I really can't talk in detail about it now. I will submit
some comments on this for the record.

[The reply to Mr. Johnson's question, dated November 14, 1975,
s printed on pages 545 to 546 of the appendix.]

&Mr. JOHNSON. You were talking this morning about your pro-
hibition against, assassinations, which I believe in wholeheartedly;
I think that is the right thing to do. But the Phoenix Act, the Phoenix
program, would you classify-that as paramilitary or assassination?

Mr. COLBY. I would classify--it certainly was not, and I have
testified a number of times, it was not a program of assassinations.

Mr. JOHNSON. So that would be the kind of program then that
would be covered under covert activities?

Mr. COLBY. There was nothing covert about the Phoenix program.
It involved-it was run by me, working under General Abrams as a
part of the military command there. It was not a covert CIA operation.
t was an attempt to get the various intelligence and security services

to cooperate, one of which was CIA. But the program was a Viet-
namese program supported by the military commandand the CORDS
structure that I led.

Mr. JOHNSON. You have indicated, and I think everybody-lh-
indicated who has testified, that the President and the Congress has
information-those selected Members of the Congress I mean-has
information about all of the covert activities that have taken place?

Mr. COLBY. The Congress is certainly-I am in compliance with
this act since the act was passed.

Mr. JOHNSON. Yes, I am not speaking about that.
Mr. COLBY. All current activities.
Mr. JOHNSON. I am not speaking about your activities now; I am

talking about going back to the period of the 1960's.
Mr. COLBY. Oh, no, I couldn't say that broadly. I am sure there

were individual situations that were not mentioned specifically in
that period in which we were very busy in a lot of different areas. I
would imagine there are situations in which the Congress did not
know the specifics of a particular operation. I think that is not pos-
sible any more.

Mr. JOHNSON. Why not? What has changed beyond the terms of
that Hughes-amendment? That is what I was getting to this morning.
I said, how can we actually determine whether or not the director-
not you, but a subsequent director-is withholding information or
distorting it? How do we know that? Do we have any independent
means of verification?

Mr. COLBY. The chairman of one of our senatorial oversight com-
mittees some years ago said in the speech on the floor, said there are
some things he did not want to know.
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Mr. COLBY. Yes.
Mr. JOHNSON. But what means of verification do we as Members

of Congress or the Congress have to determine whether or not we
are getting all the information which you acknowledged the Congress
did not get? Perhaps that is because they didn't ask or perhaps it is
because previous directors didn't tell them and they didn't know
what that encompassed.

Mr. COLBY. I think there was a totally different aspect then, so
I am not pointing any fingers of blame at all

Mr. JOHNSON. I am inquiring into this so we don't have that
same situation again.

Mr. COLBY. Right. I think today the answer to the question is to
ask the chairman of the Oversight Committee whether he has the
full knowledge. I think he will devote himself to making sure that he
does. He has the capability through independent investigators, through
the press, and at that point he also has the ability to ask me very
deliberately, "Is there anything else I ought to know?"; and if some-
thing comes out later that I have not told him about, it affects his
confidence in me obviously.

Mr. JOHNSON. Doesn't it really come back to the fact that he
has to rely on you for all the information he has?

Mr. COLBY. No, I think he has some independent checks.
Mr. JOHNSON. What are these independent checks? You mentioned

the press. I would really question whether you are serious when you
say the press has access to checking whether or not you are giving
the chairman of the committee accurate information, because they
have no way of knowing what yon are telling him, they have no access
to the chairman. That isn't a valid observation.

What other means does the chairman have?
Mr. COLBY. The chairman can do such investigations as he wants.

The various staff members of the committees do travel, they look
into things.

Mr. JoHNsOx. Do they have total access to your operations?
Mr. COLBY. I certainly would arrange it any time they wanted,

any particular thing. We would make sure they would get a full
access. They can talk to the people, do anything they think necessary
to reassure themselves.

Chairman PIKE. The time of the gentleman has expired.
Mr. Hayes.
Mr. HAYES. Thank you, Mr. Chairman.
When Mr. McClory, for whom I have a great deal of respect,

questioned you, he asked whether these investigations were causing
1)roblems. Your answer to him was an answer pointing out defi-
ciencies within the CIA and its own security. You mentioned leaks
and sensationalism and gave an example, I believe, of the Agee book
or Marchetti book, whichever one you were referring to.

I was wondering whether or not, just in order to clarify that., that
you (lid answer in terms of your own lack of ability to be secure
within the CIA. You 1)ointed out, I think, and made reference to one
instance, I believe, with Mr. Milford, when there was some inability
to secure continued cooperation within a compl)any. What steps are
you taking now to continue those contacts that you have? For example,
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are you having trouble with the criminal community in this country,
getting cooperation from them now that certain revelations have
been ma&?

Mr. COLBY. No, I don't think I have any problems there, because
I don't think I am doing very much there. I don't know of anything
I am doing there, but I don't want to make any flat statement here
offhand.

Mr. HAYES. Aren't there procedures, are there not review pro-
-cedures through which agents go so that a change in the attitude of
-a Philip Agee or a Mr. Marchetti could be determined by the Agency?

Mr. COLBY. Well, of course he changed, after he left the Agency.
When he left the Agency he wrote us a very warm and friendly letter
of resignation in which he thanked the Agency for his great service
and great experience with it. He spoke in the highest terms with
respect to the people that he had worked with and for whom he had
the greatest respect, and he ended that, if there is anything he can do
for us in the future he would be very happy to. He seems to have
fallen in some bad company since that time.

Mr. HAYES. When Mr. Murphy was discussing the Chicago case
and the case of the smuggling of illegal opium, you indicated that the
CIA notified the Jistice Department of that fact?

Mr. COLBY. I don't think it was the Justice Department. I think
it was the Customs or somebody like that.

Mr. HAYES. But Customs did not in the first instance make that
discovery and then notify Justice and then CIA followed?

Mr. COLBY. As I recall the circumstances, CIA got some tip on
this and went and informed the Customs Service.

[By letter of August 5, 1975-from Mitchell Rogovin, Special
Counsel to the DCI, to Mr. Pike- vIr. Colby's response above
concerning the Customs Bureau was corrected. 'he letter and the
attachment thereto are printed in tho appendixes of these hearings.]

Mr. HAYES. To what degree are CIA proprietaries and things that
you described in general as fronts this morning, in fact the mode of
compensating those that CIA is able to induce to do contract work
for them?

Mr. COLBY. Oh, no, contract work we pay for; it is a normal kind
of Government contract.

Mr. HAYES. But under no circumstances would the award of a
proprietary capitalized by an appropriation ever be used as the
payment to the persons involved in doing the work for CIA? For
example, they are going to come by ownership of an airline or they
are going to come by ownership of a drycleaning establishment, or
whatever. Under no circumstances is that ever the mode of contract?

Mr. COLBY. There was a question raised, as you perhaps know,
it is harder sometimes in Government to stop something than to
start something, and we have been stopping some of these proprietaries
recently. There was a question raised as to how we should do this
with respect to a couple of them. We went through quite an exercise
to assure ourselves against any favoritism involved to the people,
including a GAO review of the procedure .we were using.

Mr. HAYES. Do you feel that the CIA's use of outside consultants
is now just a bit heavy? For example, it seems to have proliferated
in the last decade, the numbers of consulting agencies being made
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up of former Defense Department personnel and former CIA per-
sonnel, who go into business for themselves and it would appear
there is an apparent drain off of money going into those consulting

-operations.
Do you notice a trend?
Mr. COLBY. I think each such contract or consultation is justified

at the time on the merits of the case.
Mr. HAYES. How many of those are done on the certificate of the

director through which 0MB or anyone else cannot penetrate,
where there is no audit?

Mr. COLBY. Well, OMB-I audit my own staff audits, I have a
separate staff that audits these matters. We have a very complicated
procedure of contract review and contract audit which I will get into
on Wednesday.

Mr. HAYES. How can a contract be reviewed if you make the de-
cision on your own certificate to make that particular investment or
to make that contract with an outside consultant, let's say; how can
you then be the reviewing agency?

Mr. COLBY. Because we organize it so there is a contract review
board and contracting officers below me who are audited by a staff
that reports to me. ow I am not in the situation of myselfmaking
a decision and then having it audited by the auditor, even though
that is technically feasible. But our normal procedure has a very
complicated arrangement by which contracts are reviewed and
justified. That is then subjected to an independent audit and assess-
ment by an independent staff within the organization. Now in theory
your point is correct, in practice we are aware of that danger and take
steps to protect ourselves against it.

Chairman PIKE. Mr. Lehman may inquire.
Mr. LEHMAN. Thank you, Mr. Chairman.
I don't want to expand on proprietorship and the CIA at this time.

But, perhaps I will get back to it at a later date when you return.
The point I was trying to make is that even with the best of intentions,
the CIA, or the intelligence community, unless we put proper bound-
aries on their activities, can really undermine the American free
enterprise. system by subsidizing a governmental operation with
American tax dollars. That is what I don't want to do, and I think we are
going to have to put safeguards around any kind of Government
operation in that field, whether it is an intelligence operation or any
other. I am concerned with the actual impact of the CIA operations
in South Florida. I know, at one time the CIA had a very heavy
installation in Miami at the Richmond Air Base, South Campus of
the University of Miami, and it was categorized as probably the
largest CIA base outside of the home base here in Virginia.

Would you say that the Richmond CIA Base was the largest, or
one of the largest, at that time?

Mr. COLBY. Mr. Lehman, I really would not like to discuss the
details of that in an open session. We obviously did have an extensive
effort based in Florida, aimed at the obvious target in that part of
the world. That has been very substantially reduced in recent years,
of course. --

Mr. LEHMAN. You say it is no longer one of the largest of your bases?
Mr. COLBY. Oh, it certainly is not a large base at this time.
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Mr. LEHMAN. Let me pursue something else. Other than proprie-
torship organizations in Miami, has the CIA been involved with Cuban
refugee operations? Has it been supportive of, did if fund, and is it
still supportive and funding, Cuban refugee operations?

Mr. COLBY. During the early 1960's, as you know, there was an
extensive series of relationships between CIA and various of the
Cuban movements. Since that time, most of those have been elimi-
nated, although we still have an intelligence interest in the country
of Cuba and we are going to collect intelligence on it from such ways
as we can.

Mr. LEHMAN. I want to ask you about one of the larger Cuban
refugee organizations, in South Florida-Alpha 66. Is that organiza-
tion supported basically by the Cuban community, is it supported
principally by CIA funds, or would you rather not answer that
question now?

Mr. COLBY. I would rather not answer the question in public
session.

Mr. LEHMAN. All right.
In your relations or dealings with refugee organizations have

you begun to deal with the Vietnamese refugees? Is there such a
thing as a Vietnamese refucoee organization? If so, do you have any
CIA support involved in t ese kinds of organizations?

Mr. COLBY. Again that is a question I would rather not answer
in public session, although I certainly will cover the details in executive
session.

Mr. LEHMAN. One other area I would like to pursue relates to
the fact that I am on the Education and Labor Committee. We
are having a very difficult time funding for instance, higher education
for American students. They are really struggling. I would just like
to know whether CIA is funding higher education for foreign students
with American tax dollars.

Mr. COLBY. Well, you will remember in 1967, Mr. Lehman, there
was an exposure of CIA's operations abroad aimed at various cultural
and academic groups around the world, peace movements, and so
on. At that time a review of that activity was conducted by a com-
mittee headed by then Under Secretary Katzenbach, and a series of
guidelines were set out which essentially say that we will not support
educational or voluntary associations, and we are in compliance with
that act, with that set of guidelines.

Mr. LEHMAN. Mr. Chairman, I yield back the balance.
Mr. AsPIN. Will you yield?
Mr. LEHMAN. Yes.
Mr. AsPIN. In connection with that, Mr. Colby, there was a clause,

kind of an escape clause that said if the President determined it was
in the national interest, et cetera, et cetera, that that provision
could be waived. Could you give us any information about whether
that has ever been waived?

Mr. COLBY. I would rather not do that in open session, if I may.
Mr. ASPIN. Thank you.
Chairman PIKE. Mr. Field?
Mr. FIELD. Thank you, Mr. Chairman.
Mr. Colby, this afternoon, what I would like to do is to try and go

through the makeup of the budget, with the specific goal of getting
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some idea of how well informed Congress is when they are told of the
national foreign intelligence budget.

Now, I take it you have a national foreign intelligence budget
which you make up, which has a total figure, which you present to
the oversight committees of the Congress. In making up that budget,
does that include all of our intelligence, all our foreign-related
intelligence activities?

Mr. COLBY. Well, you get into definitional problems here immedi-
ately, as to the difference-

r. FIELD. May I just go through a few of them and ask the
questions. Does that include military tactical intelligence, for example?

Mr. COLBY. The national program does not.
1Mr. FIELD. All right. Now
Mr. COLBY. Although it includes a lot of things which are tactical

intelligence.
Mr. FIELD. In the military tactical intelligence budget, it may well

be a very 'izable portion of the military intelligence budget.
Mr. COLBY. -Well, I think rather what you would say is that those

subjects covered under operational expenditures have an intelligence
.pay-off as well. The radar on the destroyer, the point man in a squad,
in a platoon, obviously has an intelligence function but it is a part of
the operational expenditure of having that destroyer or that squad.
N'ow whether

Mr. FIELD. The Army has an intelligence budget which they put
together as sort of a best guess of what their intelligence costs them.
It is about double, let's say, what your intelligence community budget
is for them. This creates a confusing problein for us, because if we
recommend creating an oversight committee, we will have to try to
give them some parametens of what the intelligence community is.
We are going to try to use the budget. Clearly there is a big difference
here in what you have got. Let me go through some other-

Mr. COLBY. May I say that problem is as difficult for me as it is
for you. As a result we (lid start a program with the Joint Chiefs of
Staff last year to try to get some definitions as to which categories
things fell into and give visibility to a number of things that-we had
not previously seen.

Mr. FIELD. I am going to run out of time. I have a lot of other
things. I would like to get specific. For example, you remember a year
or so ago there was all of this publicity about military spying in
Berlin, Army units were spying. That sounds to me like intelligence.
It is overseas. They were spying on American citizens; they weren't
supposed to be, but they were also spying on foreigners at the same
time,- I hope. The activity in that unit, would not have been included
in the foreign intelligence community budget; is that correct?

Mr. COLBY. I think that the basic justification for that activity
was that it was counterintelligence protection of our forces, it was so
closely force related it was part of that budget

Mr. FIELD. rhe simple answer is that it, was not included in your
budget. Doesn't that mislead Congress when they think they are
looking at a budget of all of the intelligence activities of your foreign
intelligence community?

Mr. COLBT. That is why I try to make very clear in my presenta-
tions the extent to which I cover, and that there are areas out beyond
it.
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Mr. FIELD. Are there parts of this not included in the intelligence
budget?Mr. COLBY. Yes.

Mr. FIELD. All right. Maybe up to let's say a third of the budget?
I mean it is a substantial part of the work.

Mr. COLBY. It is not intelligence work but there is a portion-
Mr. FIELD. Would that include warning systems which sound to

me like intelligence? -
Mr. COLBY. Well, by-by the President and by the arrangements

that have been made, warning is a separate subject than intelligence
although it does fall under what I call intelligence related and con-
sequently I have included reference to those kinds of expenditures
in my presentations.

Mr. FIELD,- Going on to other areas of the budget; does it include
training programs?

Mr. COLBY. It includes some. The point is that the Defense De-
partment makes up its budget in I believe eight categories, general
purpose forces, strategic forces, training-

Mr. FIELD. One of those eight categories is training.
Mr. COLBY. One of them is intelligence
Mr. FIELD. One of those categories is training.
Mr. COLBY. Is training.
Mr. FIELD. They include in it what their estimate of the intelligence

budget is; you do not.

Mr. COLBY. You see the foreign intelligence program that deal
with is an attempt to cut across some of the other ways in which
budgets are presented, to make more visible the national intelligence
expenditure and consequently, you find pieces of it in different other
places in the formal budget as they are presented.

Mr. FIELD. The piece that sounds fairly important to me in intelli-
gence is counterintelligence. We have seen here today the enormous
steps we take to keep the American people from finding out what the
b g is and so forth. I would hope we are doing a lot to keep the
Russians-from finding out what the budget is. Counterintelligence-
it has the word "intelligence" right in it, but it is not included in
the intelligence budget.

Mr. COLBY. It is included in CIA's certainly.
Mr. FIELD. It is not included in the Army budget.
Mr. COLBY. It is not included in the sense that the FBI expendi-

tures are not- included in the foreign intelligence program.
Mr. FIELD. What about the Army budget?
Mr. COLBY. The Army program as I say is considered so closely

force related that it is handled as a part of the force expenditures.
Mr. FIELD. Would this account for why in the early 1970's when

OMB did a study and CIA had its own, OMB camie out with a budget
that was literally billions of dollars more than w. t the CIA was
telling Congress intelligence was costing? And my time is up so I
want to finish with more of a statement than a question: Isn't this
somewhat misleading when we get the assurances that, "Look, a
couple of people in Congress did know what this budget cost," an(l
now we begin to find out that, what they were told was not necessarily
what the intelligence budget might have been?
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Mr. COLBY. We certainly try to clarify very precisely what the
CIA budget and expenditures are all about. From there on you get
into defitional problems about what is and what is not a part of
the national foreign intelligence program.

I attempt to clarify that there are some ambiguities as to exactly
-what is covered and what is not, so that we are not accused of con-
.cealing anything or putting forth a false picture. We are engaged in
an effort to try to rationalize this and make it clear so that everybody
-can understand what is going on.

Chairman PIKe. At this point, Mr. Colby, we have gone around
twice and the question now becomes whether it would be worthwhile
for us to go into executive session or not.

Last Friday we sat here for several hours and the witness said over
and over and over again:

I would love to respond to that question but I cannot do it in open session. If
only you will go into executive session, we will be happy to give you that
information.

So relying on those assurances, we went into executive session and
the result could only be described as acutely disappointing. We found,
first, that the witness was unable to testify until the room had been
swept. And this is a term of art which I am sure you are familiar
with. So everybody, Members included, removed themselves from
the room and we waited about 20 or 25 minutes while electronics
experts went over the room and assured us that there were no bugs
or hidden devices in the room and then we came into the room. Then
we were told that because the reporters were only cleared for top
secret we could not get all of the information we wanted to get be-
cause, for some reason, the testimony which we sought to elicit on
the budget is considered more serious than top secret. And so we
went round and round for a while; and the fact of the matter is
that we got absolutely nothing out of our executive session and it
appears to me that what has happened is that, using the phrase,
"we would be delighted to tell you that in executive session," the
Members of Congress find themselves kind of maneuvered into a
corner-where the public thinks that the Office of Management and
Budget, for example, has indeed been forthcoming in executive session
or that somebody else is going to be forthcoming in executive session.
But the fact of the matter is that we learn more in open session than
we do in executive session.

The question then becomes, I am just going to start by asking you:
What do you think you could tell us in executive session that would
be particularly useful to this committee that you cannot tell the
American people?

Mr. COLBY. I think I can tell you the amounts of the budget-
Chairman PIKE. We already have these in broad categories in

written form.
Mr. COLBY. The trend lines over the years. I think I can give you

an idea of what this produces in terms of product that is so valuable
to us. I think I can answer your questions such as we were engaged
in ith Mr. Field about what is covered and what is not in some detail.

I think we can answer a number of the other questions that I have
respectfully asked be deferred until executive session and I think I
can answer those questions. The one thing I will try to get your
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approval of is not to answer names of individuals with whom we work,
because these are matters which are not--not only must be protected
from exposure but from the risk of exposure.

Chairman PIKE. Mr. Colby-
Mr. COLBY. But I am not raising a pQint of principle on that.
Chairman PIKE. No; I understand. And I think that I--and I

assure you that I cannot speak for other members-but I personally
would certainly try to protect the names of individuals whose lives
might be endangered or whose reputations might be smeared. But
what we have found thus far is a great deaf of the language of
cooperation and a great deal of the activity of noncooperation. My
staff people, for example, are still telling me that even though they go
out to your shop, rather than asking the documents be sent here,
they are not provided with all of the information which they seek.
Although they have all of the security clearances which Congress can
give to them, we still find they are asked to sign an additional oath
of one sort or another, of secrecy, before they be provided with the
information they need.

I am going to leave this decision up to the committee as a whole.
It takes a record vote on whether we go into executive session or not,
but my experience to date has been such that we gain absolutely
nothing by- going into executive session except the newspapers
somehow get the appearance that we are learning things which in
fact we are not learning.

Mr. MCCLORY. Will the Chairman yield?
Chairman PIKE. Of course, I yield.
Mr. MCCLORY. I would like to make this comment and ask a few

questions along the same line.
It seems to me that for us to get to what I feel are the basic and

ultimate facts that this committee has to receive in order to arrive
at any judgments and any recommendations, we do have to have
information which you regard-as secret, top, and compartmentalized,
whatever. Now the question that I have is this: I feel that your rela-
tionships with the Rockefeller Commission were such that they
received the information that they wanted, that the Church com-
mittee is getting what it needs and what it wants. Is there something
about our rules or our procedures which would prevent you from
being as completely forthright ii an executive session as you are with
the others?

I don't believe we should, if all executive session means is just
clearing the room of the spectators and the press, I don't see any
point to it at all. But if we receive things in secret, in confidence,
which you feel are being retained in confidence

Mr. COLBY. No; I have a number of things I am prepared to
show you when we 5o into executive session.

Mr. MCCLORY. ' ou don't have any problem with the procedures
and the rules that we have adopted?

Mr. COLBY. I think part of the problem that the chairman is con-
cerned about stemmed from the first few days of our relationship
when we were not informed, by mistake, I was not informed of the
details of the security arrangements and I did not know there were
any security arrangements when we had our first exchange.

Mr. MCCLORY. You are satisfied now?
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Mr. COLBY. I think your security arrangements
Mr. MCCLORY. You think the executive session would be

productive?
Mr. COLBY. I think it would be, Mr. McClory.
Mr. MCCLORY. Mr. Chairman, if it is in order, I would like to

move that we resolve ourselves into executive session.
Chairman PIKE. Does any other member wish to be heard on

the motion?
Mr. Stanton.
Mr. COLBY. So there is no misunderstanding, Mr. Chairman, I

would like the opportunity to have the room swept. The court reporter
I have used in other sessions with other oversight committees, so I
have no reservation about him. With respect to your staff, I believe
that there are certain compartmented aspects and I would ask that
the staff members present be limited to the ones that you have
designated for access to compartmented material.

Chairman PIKE. I don't believe I ever designated anyone as qual-
ified to get compartmented information.

Mr. COLBY. You designated
Chairman PIKE. I beg your pardon?
Mr. COLBY. You designated in one letter, I think it was either

six of eight of your senior staff members to have access
to all information.

Chairman PIKE. To all information, absolutely, that is what I did.
Mr. COLBY. That is how I interpret it.
Chairman PIKE. And here is a very fundamental issue. The President

of-th6 United States has decreed that there shall be three kinds-of
classified material and they are to be classified as confidential and
secret and top secret and you have designated that beyond that there
shall be other designations of classified material; and I am just in-
clined, reluctantly, to go along with the President of the United
States and not with the Director'of Central Intelligence, because I
do not really think that there is any legal justification for you to
impose some higher degree of classification on our staff than the
President of the United States says should be imposed on anybody.

Mr. COLBY. Under the act and under the National Security Council
directives that carried it out, I believe that I am required to develop
such additional compartments for particularly sensitive M aterial as
might be appropriate and necessary. I have so designated a certain
category of activity as highly sensitive and to be handled in a very
special way.

Chairman PIKE. Mr. Colby, I am sure you are familiar with this,
but I want to just read it into the record. This is the executive order
of the President dated-let's get the proper date-March 10, 1972,
Order No. 11652 and it says:

Official information or material which requires protection against unauthorized
disclosure in the interest of the national defense or foreign relations of the United
States (hereinafter collectively termed "national security") shall be classified in
one of three categories, namely, "Top Secret," "Secret," or "Confidential,"
depending upon the degree of its significance to national security. No other
categories shall be used to identify official information or material as requiring
protection in the interest of national security, except as otherwise expressly
provided by statute.
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[Executive Order No. 11652 is printed in the appendixes of these
hearings.]

Now, would you refer me to the statute which expressly provides.
other categories?
-Mr. COLBY. Well, the statute particularly, of course, assigns to me

the responsibility for protection of intelligence sources and methods.
Chairman PIKE. Oh, that is a very broad and general chunk of

language.
Mr. COLBY. It is no less broad than the one which identifies re-

stricted data under the Atomic Energy Commission. It is a special
category of information which I believe requires and is needed to have
particular protection. -_

Chairman PIKE. And because you believe it, regardless of the lan-
guage of the Presidential directive-

Mr. COLBY. Mr. Chairman, I will point out that the material we
are talking about is almost always classified under one of those three
categories.

Chairman PIKE. Oh, yes, it is classified under one of those categories
and then you add something else.

Mr. COLBY. And then it is compartmented so that everyone who
has access to a secret document does not necessarily have access to.
that particular document.

Mr. RoGovIN. Mr. Chairman.
Chairman PIKE. Yes, Mr. Rogovin.
Mr. RoGOvIN. Mr. Chairman, I believe the basic question is what

staff members that you have designated will participate in the execu-
tive session and I believe this issue has been worked out and that those
people whom you have designated will indeed participate. I believe
the issue that you are raising is separate and apart from the meaning
that we have.

Chairman PIKE. You are skipping around the fringes of the issue.
But the real issue is that we have had this conversation now several
times and the language I always get from you is: "I believe this has
been worked out"; but as recently as the end of this morning's session
one of our staff members said to me that he is still being denied
access and one of the people whom we had designated as qualified
for everything is still being denied certain information at Langley. I
just am a little weary of "This has been worked out."

What your real hangup is is this: You are willing'to tell all of the
members of this committee almost everything in executive session.
What you are afraid of is that other Members of Congress are going
to learn what is revealed to the members of this committee in executive
session; is that a fair statement?

Mr. COLBY. No, Mr. Chairman, thatis not a fair statement. I am
concerned that the important secrets of our country are not exposed
beyond what is necessary to expose them to in the process of this
investigation.

Chairman PIKE. Well, Mr. Colby, if we assume everything you say
in your statement, if we assume that 3&-Members out of the 535
Members of Congress are in fact apprised of these activities, and the
costs of all of these activities-I (1o not believe that they are but let
us assume that they are-w1iht we are saying is that 7 percent of

58-920--75---12
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Congress has this information and 93 percent of Congress does not
have this information.

Do you feel that Congress is being advised about the nature of your
activities and the costs of your activities?

Mr. COLBY. I have advised the appropriate committees of the
Congress as designated by them. I think it is up to the Congress to
decide what further-where further to go. I wouldrecommend that our
oversight committee not consist of a meeting of the Congress as a

t. whole. I think that 535 or 545 Melnbers on an oversight committee
would not give us very much protection of our secrets.

Chairman PIKE. In other words, you fear the secrets which you
have would not be kept if exposed to all of the Members of Congress.

Mr. COLBY. I do so fear. I think, however, that the Congress can
solve that problem, itself, if the Congress will be as responsible as
I am about the matter in the arrangements it will make.

Chairman PIKE. Did you want to be heard?
Mr. STANTON. No.
Chairman PIKE. Is there any other discussion on the question?
Mr. McClory has moved that the-Mr. Lehman?
Mr. LEHMAN. I voted against going into closed session before.

Before I vote for it this time I would like to get one matter cleared up.
One of the gentlemen here from OMB said that even in executive
session he would not make a statement that he considered prejudicial
to the United States.

Will you make such a statement in an executive session, whatever
that means?

Mr. COLBY. I am-not sure what it means.
I will-
Mr. LEHMAN. I don't know, either.
Mr. COLBY. I will follow the Constitution and my oath and I will

respond. There will be certain thing that I will ask you not to ask
such as the name of an agent someplace.

Mr. LEHMAN. Yes.
I yield to my friend from Texas.
Mr. MILFORD. I didn't recall that statement being made. Perhaps-

I did understand the gentleman from OMB to say that until such
time as he could legally reveal it-there seemed to be a difficulty
here on the classification of the two reporters-he felt that it would
be in violation of his oath to testify in the presence of these two people.
And I believe his statement was in relation to that as opposed to a
refusal to. testify to the committee.

Mr. LEHMAN. The gentleman who was sitting to the left of Mr. Lynn
made the statement that even in executive session he did not feel he
could make a statement that he thought was prejudicial to the
United States. That is the way I recall it.

I didn't know exactly what it meant, but I found out in executive
session later that it was just semantics anyhow. However, I want to
get some idea of what that would mean because it will affect my vote.

Mr. COLBY. Mr. Lehman
Chairman PIKE. Mr. Dellums?
Mr. DELLUMS. First of all, briefly, I will vote against going into

executive session for all of the reasons that you have already ade-
quately enumerated and one additional reason. That is that this is
ostensibly a democracy. The American people do have a right to know.
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Even if there are answers to questions that must be given in executive
session I think that if the American people are going to make any
sense out of these investigations then they at least have to begin to
know the pattern and the trends that are being established and they
certainly need to know the issues.

I think we ought to stay in open session and ask all the relevant
questions. If Mr. Colby decides he can't answer that because of
national security reasons, at least the people will begin to know what
the issues are.

I would like to make a couple of editorial comments with respect
to what you pointed out, Mr. Colby. First of all, -there is a substantial
number of Members of Congress on whom CIA has active files or at
least had fies. I think that is a major travesty and tragedy in American
society.

No. 2, you have just stated in open session that you do not trust
435 Members of Congress. What makes you believe that you can play
God? On the first day of each new session of Congress, 435 members
of Congress plus the delegate from the District of Columbia, plus
the other persons who are representing territories, et cetera, raise
their hands to uphold the Constitution of the United States.

Now when I swore to uphold the Constitution, my Constitution
didn't say anything about assassination, opening mail, wiretapping,
abusing the Constitution, abusing private citizens' rights to privacy-
or any other unlawful act. It seems to me when we decide to come
together as a nation and a people of laws, that it requires morality,
integrity, and principle. And no agency has the right to rise above
any other agency.

What I learned in the fifth grade was, this was ostensibly a trium-
virate form of government with its checks and balances and I think
we ought to ask these questions in open session so that the American
people can determine for themselves along with these other things,
whether we have created a monster with no longer any control, whether
there is accountability, whether there is, in fact, control. It seems to
me that for you as one person to make the determination that you do
not trust 435 Members, each of whom represents 464,000 people, each
of whom won an open election in ostensibly a democratic society,
I would say to you, sir, you don't have the right to play God.

Mr. COLBY. Mr. Dellums, I am not playing God. I am only
enforcing the laws that the Congress passed and the directives of our
Government to protect some of the necessary secrets of the intelligence
business to protect that very free society that both you and I want to
protect. We both want to protect it.

I believe that I can protect it, within the proper bounds of law
and within the proper bounds of our Constitution. I believe it can be
done.

I am trying to articulate the way in which we Americans can gather
together to control this, to supervise this intelligence business but not
to destroy it by exposing its very, inner secrets.

Mr. DELLUMS. Just one final question, Mr. Colby.
You pointed out this morning in open testimony, in open session

when various Members of the Congress questioned you with respect
to accountability and control, your response was individual integrity,
persons of high caliber, that ultimately it is not a structural problem,
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that you have to have good people in a position to do a good job.
All right.

The American people elected 435 people. Each of us may disagree
how good we are, how much integrity we may have, et cetera. But the
American people made that determination. For you to go beyond
that determination it seems to me to be the height of folly. I (lon't
think that the question here ought to be whether Members of Congress
have the right. If the people choose, that is what democracy is all
about. We are either going to have democracy or we are going to
have a convenient democracy. I think what we are beginning to see
here is- a convenient democracy, for those persons who want to see
democracy happen when it speaks to their self-interest, but democracy
cannot happen when in some way you feel that your particular
interests are in some way endangered.

All of us are here to maintain the national security of the country.
What we question is what is the definition, of national security.
Watergate, impeachment and many other things have pointed out
clearly that under the rubric of national security; many crimes and
lawlessness and questionable acts can occur. I think that is a funda-
mental, serious question.

Chairman PIKE. Mr. McClory?
Mr. MCCLORY-.- I want to fulfill my responsibility here in compli-

ance with the law and the rules that we have adopted as a committee
and go forward with this complete investigation. I therefore move
the previous question that we go into executive session.

Chairman PIKE. The question is whether the committee go into
executive session. Under the Rules of the House a rollcall is required.

The clerk will call the roll.
The CLERK. Mr. Stanton?
Mr. STANTON. No.
The CLERK. Mr. Treen, absent.
Mr. Dellums?
Mr. DELLUMS. No.
The CLERK. Mr. Kasten?
Mr. KASTEN. Yes.
Tlie CLERK. Mr. Murphy?
Mr. MURPHY. Aye.
The CLERK. MNr. Johnson?
Mr. JOHNSON. Aye.
The CLERK. Mr. Aspin?
Mr. AsPIN. No.
The CLERK. Mr. Milford?
Mr. MILFORD. Aye.
The CLERK. Mr. Hayes?
Mr. HAYES. Aye.
The CLERK. Mr. Lehman?
Mr. LEHMAN. No.
The CLERK. Mr. Pike?
Chairman PIKE. No.
The CLERK. Mr. "McClory?
Mr. MCCLORY. Aye.
Chairman PIKE. By a vote of six to five the committee will go into

executive session at this point.
[Whereupon, at 3:01 1).m., the committee went into executive

session.]



U.S. INTELLIGENCE AGENCIES AND ACTIVITIES

Part 1: Intelligence Costs and Fiscal Procedures

TUESDAY, AUGUST 5, 1975

HousE OF REPRESENTATIVES,
SELECT COMMITTEE ON INTELLIGENCE,

Washington, D. C.
The committee met, pursuant to recess, at 10 a.m., in room 2118,

Rayburn House Office Building, Hon. Otis G. Pike [chairman],
presiding.

Present: Representative Pike, Stanton, Dellums, Murphy, Aspin,
Milford, Hayes, Lehman, McClory, Treen, Johnson, and Kasten.

Also present: A. Searle Field, staff director; Aaron B. Donner,
general counsel; John L. Boos, counsel; Jeffrey R. Whieldon, counsel;
Roger Carroll, Fred K. Kirschstein, Charles Mattox, Gregory G.
Rushford, and Sandra Zeune, investigators.

Chairman PIKE. The committee will come to order.
We have this morning as our witness Assistant Secretary of De-

fense Albert Hall, the Assistant Secretary of Defense for Intelligence.
Dr. Hall, we are delighted to have you here. We have a small prob-

lem before we start. One of the largest-and probably the largest-
consumers of dollars and employers of people for the collection of
intelligence is the National Security Agency. We have been trying to
find the legal authority by which the National Security Agency was
created and we find that the National Security Agency was created
by a directive of the National Security Council, and we cannot get a
copy of that directive.

It seems incredible to me, very frankly, that we are asked to appro-
priate money for a huge agency spending huge amounts of money and
employing large numbers of people without being provided a copy
of the piece of paper which established that agency in the first place.

I am going to ask the committee to vote a resolution authorizing me
to issue a subpena for that document and also for another document
as to which we are getting some resistance. This was the so-called
Schlesinger report, more formally entitled "Report to the President
and the Secretary of Defense on the Department of Defense by the
Blue Ribbon Defense Panel, July 1, 1970-National Command and
Control Capability and Defense Intelligence."

Before we vote on that I just wonder if you would like to be heard
on the question of why Congress should not have these two peices of
paper.

Mr. Field tells me that it is not the Schlesinger report. I was in
error on that. This is just a Blue Ribbon study relating to intelligence.

(175)
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STATEMENT OF DR. ALBERT C. HALL, ASSISTANT SECRETARY OF
DEFENSE (INTELLIGENCE), ACCOMPANIED BY JOHN SLACK,
DIRECTOR OF RESOURCE MANAGEMENT; REAR ADM. DONALD
HARVEY, CHIEF OF STAFF, AND DEPUTY FOR MANAGEMENT
PLANS, DEFENSE INTELLIGENCE AGENCY; WILLIAM JENKINS,
EXECUTIVE ASSISTANT FOR STAFF SERVICES, NATIONAL SECU-
RITY AGENCY, LT. COL. DAVID CADE, EXECUTIVE ASSISTANT TO
DR. HALL

Dr. HALL. Anything that the committee needs in its deliberations
I am in favor of it having. I would suggest that ou determine after
I am through with particularly any discussion in closed session in
which I will treat the material which is used for the fundamental
control of the National Security Agency, and all agencies

Chairman PIKE. Well, Dr. Hall, we did make a formal request
that you bring this piece of paper creating the National Security
Agency with you and you tell us that you want us to have everything
we need but you didn't bring it. Why?

Dr..HALL. We have to get clearance for releasing this material to
you, Sir.

Chairman PIKE. Are you telling me that somebody told you not
to bring us this piece of paper? If so, who?

Dr. HALL. We were not cleared to bring it this morning. We got
the request last night. We are not cleared to bring it today.

Chairman PIKE. Who told you not to bring it this morning?
Dr. HALL. Well, we have a general procedure in handling all in-

telligence documents to get clearance to bring them here and when we
have received that we will be very happy to bring it.

Chairman PIKE. I hear what you are saying, but you haven't
answered my question.

Who told you not to bring it?
Dr. HALL. Well, fundamentally we handle the clearance of all such

material through the Assistant to the Secretary and until we have-
Chairman PIKE. The Assistant to the Secretary-
Dr. HALL.-of Defense.
Chairman PIKE. Was it the Assistant to the Secretary of Defense

who told you not to bring this?
Dr. HALL. Let us say that the correct statement on the situation is

that until we get clearance for it, we cannot bring it. As of this morning
I had not yet received clearance for it.

Chairman PIKE. Let me ask you a question: Is it not a fact that it
was the White House that made the determination that you should
not bring that piece of paper here?

Dr. HALL. Well, as far as I know, it was not, but I would like to
say that I believe that the National Security Council directive is one
which is properly considered in the closed session and I am very
happy to discuss it with you, today.

Chairman PIKE. We are talking about a piece of paper, not testi-
mony, and I am advised our staff first started asking for this piece
of paper not last night but a week ago Monday.

Here we are representing the legislative branch of Government,
aawd to appropriate hundreds of millions of dollars to a certain agency;
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and we are having difficulty finding the statutory authority for that
agency even to exist.

Now, isn't that ridiculous?
Dr. HALL. Well, there is statutory authority for the National

Security Agency, as you know. The particular directive to which you
are referring is the directive which controls the operation of the Agency.
It is not the paper which sets up the Agency.

Chairman PIKE. Why is that document classified?
Dr. HALL. It is classified because of the restrictions Congress has

put on handling COMINT/SIGINT data and that document has
such data in it.

Chairman PIKE. What you are saying is not the restrictions the
Congress has put on handling this stuff. -The Congress has passed
laws allowing other people to restrict this information; is that not the
fact?

Congress, to the best of my knowledge, has not classified anything.
Dr. HALL. No; but Congress has required the proper handling of

security information to insure its protection.
Chairman PIKE. -Are you telling us Congress has passed a statute

which prohibits Congress from seeing this document?
Dr. HALL. Not at all.
In connection with this document, I really do want to say that the

request came to me late last night and as soon as possible we will
have it for you.

Chairman PIKE. I just keep hearing this song: "We want to co-
operate with you. We want to give you all the information you need."
And yet we cannot get information and we cannot get pieces of paper.

I would appreciate it if someone would move that this particular
subpena could be issued.

Mr. MCCLORY. Mr. Chairman.
Chairman PIKE. Mr. McClory.
Mr. MCCLORY. May I be recognized?
Chairman PIKE. Certainly.
Mr. MCCLORY. I would just like to concur in your general observa-

tinns because it seems to me if we are going to fulfill our role here and
to do the kind of oversight and investigative job we are required to
do we have got to get at the information upon which we can act
responsibly and I think it would be most unfortunate if even the
appearance was given of refusal or failure to cooperate with this
committee in its investigative job.

I would hope, myself, that the documents in question would be
forthcoming, giving assurances that if they do contain classified,
secret information, that that will be respected pursuant to the rules
of this committee.

Chairman PIKE. I will simply say to the gentlemen that the rules
and procedures of this committee will be followed.

Mr. MILFORD. Who is the clearance authority for this document?
The statement from the Director of Intelligence before this com-

mittee yesterday was that all documents were cleared to this particular
committee.

Who specifically is the clearance authority here?
Dr. HALL. As I mentioned, the Assistant to the Secretary of

Defense serves as our clearinghouse in the Department of Defense for
release of all such material.
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Mr. MILFORD. Is he subordinate to the Director of Intelligence?
Dr. HALL. No; he is subordinate to the Secretary of Defense.
In this particular situation, my own feeling is that these documents

which are both highly classified, there is no reason at all not to release
them to this committee. I just have not received clearance as of this
morning to bring them up with me.

Mr. STANTON. Mr. Chairman, I move that the Select Committee
on Intelligence authorize the chairman to issue a subpena requesting
the particular documents:

(A) National Security Council intelligence directive No. 6 relating
to the National Security Agency; and

(B) Report to the President and Secretary of Defense on the
Department of Defense by the Blue Ribbon Defense Panel, July 1,
1970, National Command and Control Capability in Defense
Intelligence.

Mr. PIKE. Is there question on the motion?
The clerk will call the roll.
The CLERK. Mr. Giaimo?
[No response.]
The CLERK. Mr. Stanton?
Mr. STANTON. Aye.
The CLERK. Mr. Dellums?
[No response.]
The CLERK. Mr. Murphy?
Mr. MURPHY. Aye.
The CLERK. Mr. Aspin?
.Mr. AsPIN. Aye.
The CLERK. Mr. Milford?
Mr. MILFORD. Aye.
The CLERK. Mr. Hayes?
Mr. HAYES. Aye.
The CLERK. Mr. Lehman?
Mr. LEHMAN. Aye.
The CLERK. Mr. McCLORY?
Mr. MCCLORY. Aye.
The CLERK. Mr. Treen?
[No response.]
The CLERK. Mr. Kasten?
Mr. KASTEN. Aye.
The CLERK. Mr. Johnson?
Mr. JOHNSON. Aye.
The CLERK. Mr. Pike?
Chairman PIKE. Aye.
There is a vote of 10 ayes and no noes. The motion is carried and

a subpena will be issued.
Dr. Hall, would you please proceed with your prepared statement

at this time?
Dr. HALL. Mr. Chairman, I have with me on my right, Mr. John

Slack, Director of Resource Management, in my office. I also have
with me Rear Adm. Donald Harvey, Chief of Staff and Deputy
for Management Plans, Defense Intelligence Age-icy; Mr. William
Jenkins, Executive Assistant for Staff Services at the National
Security Agency; and Lt. Col. David Cade, my executive assistant.
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In response to your request I am appearing before this committee-
to testify on all aspects of Department of Defense policies and pro-
cedures that relate to planning, programing and budgeting for intelli-
gence activities.

As the Assistant Secretary of Defense (Intelligence) I serve as
the principal staff adviser to the Secretary for the management of-
and allocation of resources for-Defense intelligence programs and
activities. -

With me today are Mr. Robert T. Andrews, the Special Assistant
to the General Counsel of the Department of Defense and Mr. John L.
Slack of my staff.

In order to be as clear and definitive as possible, I have structured
my testimony in two portions. First, I will present an unclassified
explanation of how the Department of Defense intelligence programs
and budgets are formulated. The second portion will focus on fiscal
and manpower levels of our intelligence programs, and necessarily
will have to be classified.

To explain the resource allocation process for our intelligence
programs I will first briefly describe the planning, programing and
budgeting system-PPBS-of the Department of Defense. I will
then explain how the intelligence programs are developed and re-
viewed; and how budgets are developed and reviewed.

A key point that I wish to make at the outset is that intelligence
programs and activities are subject to the same reviews and audits
as all other Department of Defense programs. As an example, since
1966 there have been over 86 audits of intelligence activities con-
ducted by the Assistant Secretary of Defense (Comptroller).

Security, in some cases, limits the number of people who can
participate in the review and audit of intelligence programs but does
not limit the number of agencies involved in the process.

The planning, programing and budgeting system of the Depart-
ment of Defense has as its primary objective the translation of
national policy into programs that are highly visible and are presented
in such a manner that decisionmakersz can readily see all alternatives.

The PPBS cycle has a secondary objective of causing a quantified,
iterative, dialog between all parts of the Department of Defense.

I might depart at this particular moment and say the procedure
we follow in our budget review and preparation is even more stringent
and more detailed and more substantive than it is for most other
parts of the Department of Defense budget.

Planning is done in considerable detail for at least 2 years into the
future and projections for 3 more years are accomplished at a higher
level or aggregation. With a 5-year overview, long range impacts
can be assessed. Best estimates of future costs in terms of people,
operations, training, and maintenance of defense systems are sur-
faced prior to- actual resource decisions. Cross program interfaces
are defined and impacts on other than primary programs are also
identified in the planning process.

Programing is done for the next fiscal year. It defines specific proj-
ects, acquisitions, research and development activities, and p)rogram-
matice new starts that represent the required resource actions for that
fiscal year.
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Budgeting is the process that produces the detailed costs by appro-
priations that become the proposals presented to Congress.

The programs of the Department of Defense fall within the general
area of responsibility of the Assistant Secretaries of Defense. Since
the resources in the programs can overlap areas of management and
functi6nal responsibility, the programs are not considered the exclu-
sive responsibility of one particular Assistant Secretary of Defense
area. Listed below are the 10 programs of the 5-year defense plan.

STRATEGIC FORCES: OFFICE OF PRIME RESPONSIBILITY-ASSISTANT
SECRETARY OF DEFENSE (PROGRAM ANALYSIS AND EVALUATION)

Consists of strategic offensive,. strategic defensive and civil defense-
as_ major subdivision. Includes command, logistics, and support
organizations identifiable and associated with these forces.

GENERAL PURPOSE FORCES: OFFICE OF PRIME RESPONSIBILITY-
ASSISTANT SECRETARY OF DEFENSE (PROGRAM ANALYSIS AND
EVALUATION)

Consists of general purpose force-oriented program elements in-
cluding the command organizations associated with these forces, the
logistics organizations organic to these forces, and the related support
units which are deployed or deployable as constituent parts of mili-
tary or naval forces and field organizations.

INTELLIGENCE AND COMMUNICATIONS: OFFICES OF PRIME RESPONSI-
BILITY-ASSISTANT SECRETARY OF DEFENSE (INTELLIGENCE);
DIRECTOR, TELECOMMUNICATIONS AND COMMAND AND CONTROL
SYSTEMS

Consists of resources related primarily to centrally directed Depart-
ment of Defense mission-oriented functions such as mapping, charting,
and geodesy, weather service, oceanography, and aerospace rescue
recovery.

AIRLIFT/SEALIFT: OFFICE OF PRIME RESPONSIBILITY-ASSISTANT
SECRETARY OF DEFENSE (PROGRAM ANALYSIS AND EVALUATION)

Consists of airlift/sealift and traffic management and water ter-
minals both industrially funded (IF) and nonindustrially funded
(NIF). Includes command, logistic and support units organic to
these organizations.

GUARD AND RESERVE FORCES: OFFICES OF PRIME RESPONSIBILITY-
ASSISTANT SECRETARY OF DEFENSE (MANPOWER AND RESERVE
AFFAIRS); ASSISTANT SECRETARY-OF DEFENSE (PROGRAM ANALYSIS
AND EVALUATION)

Consists of Guard and Reserve training units. Elements are ar-
ranged in--rogram order to facilitate the relating of the Guard and
Reserve training forces to the active force structure.
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RESEARCH AND DEVELOPMENT: OFFICE OF PRIME RESPONSIBILITY-
DIRECTOR, DEFENSE RESEARCH AND ENGINEERING

Consists of all research and development activities which are not
related to operational systems. The R. & P . costs related to operational
systems will be identified in appropriate program elements in the
programs to which the weapons or support system may be identified.
CENTRAL, SUPPLY AND MAINTENANCE: OFFICE OF PRIME RESPON-

SIBILITY-ASSISTANT SECRETARY OF DEFENSE (INSTALLATIONS AND
LOGISTICS)

Consists of supply and maintenance depots, both industrially
funded and nonindustrially funded, as well as second destination
transportation, industrial preparedness, and logistics and mainte-
nance support activities.

TRAINING, MEDICAL, AND OTHER GENERAL PERSONNEL ACTIVITIES:
OFFICES OF PRIME RESPONSIBILITY-ASSISTANT SECRETARY OF
DEFENSE (HEALTH AND ENVIRONMENT); ASSISTANT SECRETARY OF
DEFENSE (MANPOWER AND RESERVE AFFAIRS)

Consists of training, medical and other support activities associated
with personnel. Excludes training specifically related and identified
with another program. Also excludes housing, subsistence, medical,
recreational and similar costs and resources that are organic to a
program element such as base operations in other programs.

ADMINISTRATION AND ASSOCIATED ACTIVITIES: OFFICE OF PRIME
RESPONSIBILITY-CONSISTS OF RESOURCES FOR THE ADMINISTRATIVE
SUPPORT OF DEPARTMENTAL AND MAJOR ADMINISTRATIVE HEAD-
QUARTERS, FIELD COMMANDS AND ADMINISTRATIVE ACTIVITIES
(NOT ELSEWHERE ACCOUNTED FOR).

'SUPPORT OF OTHER NATIONS: OFFICE OF PRIME RESPONSIBILITY-
ASSISTANT SECRETARY OF DEFENSE (INTERNATIONAL SECURITY AFFAIRS)

Consists of program elements in support of international military
headquarters; MAAGS, missions and military assistance groups,
NATO infrastructure and MAP.

The total intelligence program over which I have cognizance is
referred to as the consolidated defense intelligence program (CDIP).
It has a four-element substructure. The consolidated cryptologic
-program (CCP) contains those resources and activities associated
with signals intelligence-the National Security Agency (NSA) is a
major organization in the CCP and the Director of NSA serves as
,the CCP program manager. The CCP has components from all three
Services.

The general defense intelligence program (GDIP) is comprised of
1the Defense Intelligence Agency (DIA) and the service intelligence
,organizations. A member of my staff acts as the program manager
:for G DIP. This is the primary defense program for analysis of col-
iected intelligence data and its conversion into meaningful intelligence
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products for Department of Defense. It is concerned with current
intelligence, intelligence estimates, long range studies, and analysis
of foreign scientific and technical progress. Also included in this pro-
gram are some special collectors and the defense attached system.

Special reconnaissance vehicles is the program containing certain
intelligence drones and high flying reconnaissance aircraft.

Other major Department of Defense force programs include re-
sources and activities which are related to intelligence but, because
of their direct involvement with combat or other forces, are developed,
justified, and funded in these nonintelligence programs. Strategic
warning systems, such as some radars and reconnaissance vehicles are
contained within the strategic forces program. Specialized SIGINT
electronic warfare, photo and radar collection activities whose pri-
mary purpose is to furnish support to operational commanders are
contained in the general purpose forces program. The research and
development program develops platforms and sensors that may sub-
sequently be used in intelligence systems. Training for intelligence
personnel is included in the same training program as all other De-
partment of Defense training. Headquarters staffs for the services
and for the unified and specified command are contained in several
nonintelligence programs and since intelligence staffs are no different
than logistics or operations staffs, they are programed together.

While these programs are placed in different parts of the budgeting
operations, I would like to emphasize that my office maintains cogni-
zance of them all and knows where the funds are and how they con-
tribuW- - to intelligence.

The planning, programing, and budgeting cycle starts 2 years in
advance of the actual release of the funds to the services and agencies
for expenditure. The cycle starts with the issuance of a draft planning
and programing guidance memorandum by the Secretary of Defense
in October of each year. This is followed by a final planning and
programing guidance memorandum in February. Following the
issuance of guidance, the services and agencies develop and submit a
program objective memorandum in May. Following reviews, a pro-
gram decision memorandum islissued by the Secretary of Defense in
August. The services and agencies then convert the Secretary's
decisions into a budget estimate by October. These budgets are re-
viewed and consolidated to form the defense portion of the Presidential
budget submitted to Congress in January. Following -congressional
actions, the budgets are then again reviewed, properly changed to
follow congressional intent, and are issued in time to start the new
fiscal year in October.

I will now describe how these milestones are achieved. The develop-
ment of guidance to the services and agencie' is led by the Assistant
Secretary of Defense (Program Analysis and Evaluation) with the
support and coordination of the other Assistant Secretaries of Defense.

In the formulation of the guidance, national objectives, of course-,
must be of overriding concern. These are perceived, formulated and
debated. Force requirements -are considered and the Joint Chiefs of
Staff participate extensively in this portion of the cycle. Obviously,
ongoing actions and programs must be considered. Capabilities that
are clearly becoming inadequate in our changing world must be ad-
dressed. 'there are ongoing projects whose usefulness, size or cost may
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suggest that changes or consolidations are required. At all times,
special studies and war games-as directed by the Secretary of De-
fense-are considered in light of important tradeoffs and alternatives
which impact on the guidance. As our R. & D. programs reach fruition,
technical improvements or breakthroughs may be found which will
allow us to perform actions or achieve capabilities not previously
available to us. If these are significant then our planning should cer-
tainly encompass them. Last but not least, we recognize continually
that there are fiscal constraints on the Department of Defense. In
fact, the key consideration for intelligence programs is how to con-
tinue to produce necessary intelligence in a changing world with a
declining real program value.

These considerations result in the planning, programing, guidance
memorandum from the Secretary of Defense to the service Secretaries
and Directors of the Defense Agencies. I

Because of the classification of most of our programs, guidance to
Department of Defense intelligence activities is contained in an annex
to the basic memorandum.

The PPGMaunex contains policy guidance on such aspects as:
Focusing of intelligence activities on certain area's- technical improve-
ments; manpower reduction plans; and programmatic and fiscal
constraints. The annex also directs appropriate amplifying studies,
such as technical development plans, cost-benefit tradeoffs, and risk
analysis. These studies then become part of the CDIP review process.

Following receipt of the PPGM, the military departments have
until approximately the first of May to respond wvitltheir recom-
mended programs. It is a large effort. Senior officers and departmental
civilians are deeply involved and on the surface it would seem that 3
months is a short time for the development of a response of this impor-
tance. However, it must be remembered that all participants have
had access to the tentative guidance, and in fact, have been involved
in development of the guidance. In addition, a large portion of all
programs represents continuations of ongoing activities.

In1 this process, the military departments receive inputs from several
sources. Program managers include such people as the project manager
for the B-1 bomber and, the case of intelligence, the Director, NSA
who manages the consolidated cryptologic program. Of course, the
departments receive requirements for funds and manpower from their
subordinate organizations. Each headquarters staff is involved and
of course the Joint Chiefs of Staff recommendation on force levels
is an essential part of the program development. From these inputs,
the recommended program is produced-consistent with guidance-
and is entitled "Program Objectiye Memorandum" or POM.

Within the departments and agencies the POM is reviewedby-
and defended to-all staff elements, senior policy officers, boards of
review, the Chief of Staff and the service Secretary or Director him-
self. Since all programs must be contained within total fiscal and
manpower ceilings, they are defended and "scrubbed" vigorously
within the services and agencies before they are ever sent to the
Secretary of Defense.

From May through July, the program objective memorandums are
subjected to a thorough review at the Department of Defense level.
This review is conducted in the context of total Department of
Defense needs and requirements. In the case of intelligence, the
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review must respond to both national and defense intelligence re-
quirements. In the review process, I receive from the program man-
agers their recommended programs-which have been derived from a
consolidation of the service and agency program objective memo-
randums. My staff-including both technical and resource analysis
personnel-review in detail all aspects of the POM's and the program
managers recommended programs. Members of Mr. Colby's intelli-
gence community staff participate with us in this review. Of course,

.. the Office of Management and Budget also reviews the program ob-
jective memorandums. The objective of our defense review is to gener-
ate and surface key issues which will require resolution prior to the pro-
gram decision date. The resolution process takes place at several levels.
Having defined the issues, the various staffs, working together with
a common set of facts, can usually resolve most disagreements.
Occasionally, because of a difference in perspective between Mr.
Colby's responsibilities and mine, we may have issues to settle between
us. Finally, those issues which cannot be resolved to my detailed
review are submitted to the Secretary of Defense for decision.

The purpose of the process is to raise the issues which are really
important that need to be considered whether there is a disagreement
and insure that those issues are properly considered by the Secretary
of Defense.

The ultimate result of this review process is the-issuance. of the
program decision memorandum or PDM. The PDM contains policy
statements which may or may not conform to policies previously
contained in the PPGM. The PDM identifies program funding levels,
approves new initiatives, disapproves programs or actions, and applies
fiscal reductions. It also makes other changes as necessary, such as an
adjustment in manpower levels.

The services or agencies can reclama these decisions and often do.
The reclamas are re-reviewed and the Secretary of Defense issues a
final position in August.

Following the issuance of the program decision memorandum, the
military departments and agencies must translate these programmatic
decisions into a budget. Despite the time and effort that go into the
PDM, the PDM decisions are not final. As the various programs
become more clearly defined and more precise costs identified, changes
in programmatic decisions may be warranted. Therefore, the develop-
ment of a budget is an important milestone in the PPBS cycle. Budgets
are developed by the service and agency comptrollers, and must
consider the PDM, detailed costing of things and people, inflationary
factors, ancillary expenses, and appropriation propriety. The budget
estimate that results from these considerations contains a, detailed
explanation of the goods and services to be )rocured 12 months
hence. It reveals the detailed cost to run organizations and pay people
and it assigns these costs to proper appropriation categories.

Following submission of the budget estimates to the Secretary of
Defense, the lead is assumed by the Assistant Secretary of Defense
(Comptroller). Upon receipt of these estimates, lie schedules and
conducts formal budget hearings in which the military departments
and agencies appear before the reviewing staffs to answer questions,
defend projects and cost levels and explain discrepancies.
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I should add that the Office of Management and Budget also
participates in this review. The reviewing authorities consider the
program decision memorandum, taking into account funding level
changes and programmatic changes that have occurred since the PDM
as a result of further information or completion of more detailed
studies concerning these programs. These reviews and studies may
introduce additional issues for resolution.

The budget reviews focus on cost estimate escalations, phasing of
expenditures, and details of procurement in order to arrive at a firm
judgment as to the continued value of various projects. The reviewing
authorities for intelligence programs are the Assistant Secretary of
Defense (Comptroller), the Assistant Secretary of Defense (Intelli-
gence) and the Office of Management and Budget and the intelligence
community staff, working- jointly throughout. The end result of the
budget review process is the Defense portion of the President's budget
that is submitted to Congress.

Following congressional action, the Department of Defense budget,
as originally submitted, may of course have to be changed. This
process, as you know, is called apl)portionment. Again the lead for the
Department of Defense is taken by the Assistant Secretary of Defense
(Comptroller). Actual budget changes are made by the military
department and agency comptrollers after the congressional actions
have been forwarded to them. In the same way as the budget review,
the reviewers consider congressional intent, funding level changes,
and, of course, programmatic )riorities. Again, they go through the
same detailed review to look for any changes made by the departments
and agencies that might not be in consonance with the originally
approved programs. The same staffs that cimfiducted the budget
review also conduct the apportionment review. Generally this review
results in release of funds for execution-such as l)rocurement of
equipment. However, if there are still soft spots in the program, funds
can be deferred for cause. This occurs, for examl)le, when R. & D.
did not completely resolve some technical problem. or if some time-
phased actions slipped.

During the past 10 years there has been considerable effort expended
in auditing the activities of Defense intelligence programs. These have
been conducted using the guidance issued by the Comptroller General.

These audits have included specific intelligence operations, procure-
ment, research and development, logistics, personnel management,
ADP operations, communications, finance and accounting, training,
and overseas mission operations.

These audits have been conducted at three levels; financial and
compliance, economy and efficiency, and program results.

The audits range from the management of NSA's cafeterias to
the verification of the installation of classified equipment in Europe,
from check issuing procedures to the production of intelligence.

I am an information addressee of these reports and they have
affected how resources are managed in the total consolidated Defense
intelligence program.

Six Department of Defense auditors are in permanent residence
at NSA, four at DIA. In addition, the GAO keeps two resident auditors
at NSA.



186

No Department of Defense auditor has ever been constrained by
security considerations. Intelligence, as I previously stated, is treated
as any other activity of the Department of Defense.

In summary, let me try to put the entire planning, programing
budgeting system into an industrial analogy. The planning, pro-
graming, guidance memorandum is in effect a request for a proposal
from the military departments. It is a generalized set of specifications
similar to concept definition requests from industry.

The program objective memoranda are the proposals.
The program decision memorandum is the selection of those ele-

ments of the proposals which we want to buy. The budget review is
a detailed negotiation and the apportionment is the contract.

This has necessarily been a very brief explanation of what is a very
complex system. My objective has been to point out that Defense
intelligence programs are developed in the same manner as all other
programs and subject"to the same continuing and rigorous reviews.
Funding constraints are present at all times, and from this process
-comes programs that we are convinced are essential to the Nation.

At this time I am happy to consider your questions.
Chairman PIKE. Thank you, Dr. Hall.
Dr. Hall, we have always had the image in America, I guess, of

intelligence gathering as the work of covert men in trench coats,
living in Spartan surroundings and risking their lives all the time.

Would you tell me how many generals and admirals there are in
the Defense Intelligence Agency?

Dr. HALL. Admiral Harvey says there are seven in the Defense
Intelligence Agency.

Chairman PIKE. Would you tell me how many generals and ad-
mirals there are in the National Security Agency?

Dr. HALL. There are six, Mr. Chairman.
Chairman PIKE. Would you tell me how many generals and ad-

mirals there are within the Defense Attach6 System?
Dr. HALL. There are four flag officers in the attach system.
Chairman PIKE. Would you tell me how many generals aid ad-

mirals there are in the defense intelligence community all together?
Dr. HALL. I don't-have that number with me -but I will be happy

to provide it.
[The information follows:]

Including the DIA, attache, and NSA flag officers there are a total of 42
generals and admirals in the intelligence community. These include intelligence
billets at unified and specified commands and five billets assigned to staffs; that
Is, one In CIA, one at the intelligence community staff, one in my office, one with
the Special Activities, Air Force, and the commander of the Defense Investigative
Service.

Chairman PIKE. Dr. Hall, when you approved this tight defense
intelligence budget this year, would you tell us how you justified a
$95,000 home for a general in Brasilia, a $100,000 home for a general in
Helsinki, a $75,000 home for a general in Brussels, and two $100,000
homes for generals in Stockholm?

Dr. HALL. I wouldn't want to try-to answer that off the cuff. In
the operations that we have in these areas, it is necessary for us to
provide the capability for them to carry out their jobs.

Chairman PIKE. That is carrying out your job in relatively high
style, is it not, Dr. Hall?
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Dr. HALL. Mr. Chairman, a $95,000 house in Washington doesn't
go very far and in other capitals it doesn't go very far, either.

Chairman PIKE. Let's talk about $6.6 million in the current fiscal
budget for aircraft for our defense attach6s, at $770,000 each.

Do they all have to have a $737,000 aircraft to do their job?
Dr. HALL. Admiral Harvey, would you answer the question?
Admiral HARVEY. Sir, we have 85 attach positions. I think the

program calls for 17 aircraft all told.
Chairman PIKE. Seventeen aircraft?
Admiral HARVEY. Yes, sir.
Chairman PIKE. Does a general who flies one of these aircraft, or

an admiral who flies one of these aircraft, also collect flight pay?
Admiral HARVEY. Sir, there is only one admiral in the attach6

system. He is in London. He is not an aviator so he does not fly one
of the aircraft. In fact

Chairman PIKE. How about the ones who are pilots and do have
their own planes? Do they also collect flight pay?

Admiral HARVEY. Yes, sir, if he were on flying status. However,
there are no generals or admirals flying aircraft assigned to the defense
attach6 system. In fact, there are presently no aircraft assigned to
DAO's which have flag rank officers assigned.

Chairman PIKE. Dr. Hall, you tell us that your budget here goes
through all of the normal accounting and auditing processes. This is
five houses, the lowest price $75,000, one at $95,000 and three at
$100,000.

Were all of those 17 planes, Admiral, in this year's budget?
Admiral HARVEY. No, sir, they are being phased in gradually. A

replacement of aircraft now, some of them the oldest in our inventory.
Chairman PIKE. So there will be more aircraft in next year's

budget, is that correct?
Admiral HARVEY. The overall total is 17, sir.
Chairman PIKE. But I said there will be more in next year's budget,

is that correct?
Admiral HARVEY. I would have to check the figures on that.
Dr. HALL. No, it would not. The amount in there is to cover the

replacement aircraft.
Chairman PIKE. Now, does the General Accounting Office check

your budgets or check your expenditures in the defense intelligence
community?

Dr. HALL. The General Accounting Office has not carried out a
detailed audit.

Chairman PIKE. So it isn't really accurate to say your expenditures
are audited the same way everyone else's in Government is audited?

Dr. HALL. I would say our expenditures are audited at least as
rigorously as any other program.

Chairman PIKE. By you?
Dr. HALL. By the Department of Defense.
Chairman PIKE. Mr. McClory.
Mr. MCCLORY. Thank you, Mr. Chairman.
I am concerned about the relationship of the Congress to your

budget. You mention on page nine of your testimony that the budget
finally gets some congressional attention. What congressional attention
does it get? How many members of the Congress, and on what com-
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mittees, learn about the Defense budget relating to intelligence
activities.

Dr. HALL. The House Appropriations Committee goes over it in
great detail. The Senate Appropriations Committee goes over it in
great detail. The Armed Services Committee of the House go over it
m detail.

Mr. MCCLORY. Are those all the members of those committees?
Dr. HALL. Yes, and the Senate Armed Services Committee, some

members of that.
Mr. MCCLORY. Some members of the Armed Services Committee?
Dr. HALL. The Senate Armed Services Committee.
Mr. MCCLORY. Some members of the Senate Armed Services

Committee. All members of the House Armed Services Committee.
Dr. HALL. All members of the House Appropriations Committee,

all members of the Senate Appropriations Committee.
Mr. MCCLORY. They get all the details of your defense activities

that are in the budget?
Dr. HALL. Yes sir.
Mr. MCCLORY. I have been looking at the chart here regarding the

military intelligence community. It was my view that all intelligence
activities were funneled through the CIA and that the Director of the
CIA was designated by law to correlate and evaluate intelligence
activities, military and nonmilitary, political and so on.

However, it seems to me that that channel doesn't apply with
regard to defense intelligence activities.

In other words, the Director of Central Intelligence is circumvented
in connection with defense intelligence activities. Could you explain
that to me?

Dr. HALL. Yes, sir. He is not circumvented. A substantial part of
the expenditures and the programs of our intelligence program-overall
intelligence program-is the responsibility of the Secretary of Defense.
All programs within our Department are reviewed by the Director of
Central Intelligence so he reviews and sees all the programs that go on.

Mr. MCCLORY. You describe that on page 13 of your testimony,
but you indicate that somebody from Mr. Colby's staff reviews these
things and then where there are differences between the CIA and the
defense intelligence, as far as projects or funds are concerned, that the
decision is then left to the Secretary of Defense and he makes the
decision.

Is that correct, does he make the decision or does Mr. Colby make
the decision as far as a defense activity, or defense expenditure is
concerned?

Dr. HALL. If there is a problem which is flagged by the staff, the
procedure that is followed is that Mr. Colby and I discuss the matter
personally together. He also uses an organization known as In-
telligence Resources Advisory Committee to advise him on how the
overall resources should be applied.

If there is a problem, still--if we can't resolve it-and I should
say there has only been one or two such cases in my period of tenure-
then the Secretary of Defense is brought into the situation.

Mr. MCCLORY. And he makes the decision?
Dr. HALL. He makes the decision as far as the budget that goes

to the President is concerned. It is the President's budget in the final
analysis-
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Mr. MCCLORY. What is the legal authority for the Secretary of
Defense to make that decision instead of the Director of CIA? My
interpretation of the statute is that the Director of CIA is the ultimate
decisionmaker.

Dr. FALL. The ultimate decisionmaker is really the President.
Finally, it is his budget that goes to the Congress.

Mr. MCCLORY. Before the President, I mean.
Dr. HALL. What I wanted to continue with for just a moment is,

if there is an issue between the Secretary of Defense and the Director
of Central Intelligence, then the Director of Central Intelligence
does report to the President and he can bring the matter to the
President.

Mr. MCCLORY. That is the only way?
Dr. HAIL. Yes.
Mr. MCCLORY. For instance, a large project we had some testimony

about and we all know about, the U-2. What involvement was there
of the military in the U-2 or was that solely a CIA activity?

Dr. HALL. That was dominantly a CIA activity. It was eventually-
turned over to the military and the military contributed to it, but
it was fundamentally a CIA project.

Chairman PIKE. Mr. Stanton.
Mr. STANTON. Thank you, Mr. Chairman.
Could you tell me, concerning our base in the Philippines, whether

a bearability study was done before the FLR-9 antenna system was
installed there?

Dr. HALL. I am sure there was. I will be prepared to go into detail
on that in classified session, but as a general procedure we always
make hearability tests before we make an antenna system.

Mr. STANTON. What did that system cost when you installed it?
Mr. SLACK. The antenna screen would probably be about $2 million.
Mr. STANTON. Is that the total cost or do you have any prepara-

tion costs, engineering studies?
Dr. HALL. I am sure there was more to it, but I would say that it

was probably under $16 million.
Mr. STANTON. Were the intelligence activities at that base re-

cently reduced by a substantial amount?
Dr. HALL. In the Philippines?
Mr. STANTON. Yes.
Dr. HALL. We have gone to a caretaker status there some time ago,

yes.
Mr. STANTON. Isn't it really a fact that another hearability study

was determined, that the geography of the location prohibited good
reception, where that was initially installed.

Dr. HALL. No, I don't think that is true. One of the things now
under consideration is the need for reactivating that site as a result
of some of the moves in Southeast Asia.

Mr. STANTON. Then you have had no technical difficulty in recep--N
tion and hearability from the initial installation?

Dr. HALL. I don't intend to equivocate on this, but the hearability
matter varies, depending on what you are looking at. There are certain
areas in which it can reach and certain areas which it can't reach.
That is true of any site. It is always a balance between where you put
your resources, and, de pending upon what are the targets. There is
no fundamental heaiability problem, there.
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Mr. STANTON. Southeast Asia, Dr. Hall, have you had any reduc-
tion in budget, because your costs there have been diminished through
the cessation of activities?

Dr. HALL. We have had a reduction in the budgets for intelligence
activities in Southeast Asia; yes, sir. This has been going on for
several years.

Mr. STANTON. Is that reflected in your budget for 1976?
Dr. HALL. It is reflected in part in the budget. It did not bring

down our overall budget.
Dr. STANTON. How do we get a handle on this question of the

escalating budget of the DIA? We don't know whether the CIA budget
is escalated because we don't know what is in it.

Dr. HALL. In the executive session I hope to be able to tell you
specifically what is causing the changes in the Defense Intelligence
Agency budget and all other budgets.

Mr. STANTON. It wouldn't be the attached program, would it?
Dr. HALL. No. The attach6 program has been reduced in size over

the years. It is running fairly stable at this particular point at about
1,000 people. It is one of our most useful sources of information.

Mr. STANTON. It might be reduced in size, Doctor, but it has in-
creased in individual cost, has it not?

Dr. HALL. One of the problems has been that all manpower costs
have gone up.

Mr. STANTON. It is pretty tough assigning an airplane for each
one of the attaches, isn't-it?

Dr. HALL. They don't each one of them have an airplane.
Mr. STANTON. How many airplanes do you have, Doctor, for the

attach program?
Dr. HALL. There were 17 until recently.
[Dr. Hall provided the committee with the following data concerning

the 14 aircraft presently assigned within the Defense Attach6 system:]
There are presently 14 aircraft assigned within the Defense attache system,

as follows: Afghanistan, C-131; Argentina, T-29; Brazil, C-131; Greece, C-131;
Honduras, C-47;.Indonesia C-117; Laos, C-47, U-21A; Liberia, C-117; Philip-
pines, C-47; South Africa, d-47; Thailand, C-47; Venezula, T-29; Zaire, U-21A.

Three aircraft have recently been returned to the services. These are two aircraft
reviously assigned to DAO Phnom Penh and one aircraft previously assigned to
AO N'djamena, Chad. The aircraft in Chad was retuned as a part of overall

reductions at that DAO. We anticipate reducing DAO Vientiane, Laos by at
least one aircraft in the near future.

Seventeen replacement aircraft are now on order from Beech Aircraft Corp.
These are C-12, two engine turboprop aircraft which are being procured off-the-
shelf.

Present plans call for assignment to the Defense Attache Office's listed above,
and to DAO's in Egypt, Pakistan, Finland, and Saudi Arabia.

Mr. STANTON. When did you initiate that program?
Dr. HALL. The airplane program has been going as long as I

remember.
Mr. STANTON. -You have had 17 airplanes for as long as you can

remember?
Dr. HALL. It has probably varied, but it is about that; yes.
Mr. STANTON. It hasn't increased? The cost? Has the number

increased in the last 9 years?
Dr. HALL. No; in that the number has decreased.
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Mr. STANTON. It is about the same size and has been for the last
5 years.

[The following information was subsequently supplied by Dr. Iaill:]
In 1966 there were 50 aircraft assigned within the Defense Attach6 system.

Thirty-six were on loan from the Air Force (24 C-47's and 12 C-131/T-29's), 12
were on loan from the Navy (10 C-47's and 2 HU-16's). Between 1968 and 1970
all but 17 of these aircraft were withdrawn as an economy measure. With the
exception of recent withdrawals from Cambodia and Chad, the number has
remained constant since that time. There are 17 replacement aircraft (C-12 two
engine Beech turboprops) now on order for use within the DAS, to replace the 20-
and 30-year old aircraft now assigned. These aircraft and associated equipment
cost about $750,000 each. Delivery of these aircraft will begin in September 1975
and will be complete in November 1976. Modernization will be completed at that
time and no additional procurement will be required.

I have no further questions.
Chairman PIKE. Mr. Murphy.
Mr. MURPHY. Thank you, Mr. Chairman.
Mr. Hall, what are the air attach's planes used for? What need

would they have of an airplane other than to get from one city to
another?

Dr. HALL. Mr. Murphy, fundamentally it is a transportation
problem.

[Dr. Hall subsequently expanded upon his answer to Congressman
Murphy as follows:]

The aircraft and crews conduct flights not only within their country of primary
assignment but also in countries where the attach(s are additionally accredited.
They further support DAO's in nearby countries in which the DAO does not have
an aircraft assigned. This support takes the form of logistical support and provides
transportation of the resident attaches on field trips and other visits away from
the national capital. This mobility is especially beneficial in countries where other
forms of transportation are primitive, inadequate, or dangerous;

The aircraft support U.S. Ambassadors to some extent, and have provided
support to CIA, USAID, Peace Corps, Presidential Commissions, and Congres-
sional delegations. They are also available for emergency and medical evacuation.

Mr. MURPHY. So it is strictly for transportation?
Dr. HALL. Yes, sir.
[Dr. Hall subsequently modified his statement as follows:]
It is primarily for transportation. However, since the mission of our attaches is

observation, it promotes this objective.
Mr. MURPHY. Did Department of Defense funds ever go to defray

expenses of civilian employees of domestic corporations on missions
designed to gather intelligence in foreign countries?

Dr. HALL. I don't really understand the question, Mr. Murphy.
Mr. MURPHY. Do you expend any DIA funds to defray expenses

of civilian employees of domestic corporations or proprietary corpo-
rations of the CIA on missions designed to gather intelligence in
foreign countries?

Dr. HALL. We don't allocate any DIA funds for what would be
called clandestine operations.

[Dr. Hall subsequently amended the above statement as follows:]
Except of course that DIA has a staff monitoring and validation responsibility

for operations conducted by the Services.
There are contractors which are used to help put in equipment

like computers, and this is done by civilians; it is generally done by
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civilians, and it is a regular contract, and their expenses are a part of
that particular operation.

Mr. MURPHY. Did DIA have any so-called proprietary corpora-
tions?

Dr. HALL. No.
Mr. MURPHY. You fund none of that?
Dr. HALL. No.
Mr. MURPHY. Are any of your funds ever channeled to the CIA?
Dr. HALL. The CIA appropriations appear in the Department of

Defense budget, so there is a transfer.
Mr. MURPHY. You have an apparatus in that budget where you

transfer funds back and forth?
Dr. HALL. The transfer of the funds after allocation by Congress

to CIA, through that particular process.
Mr. MURPHY. When you appear before these appropriation sub-

committees charged with oversight of the Defense budget, are the
members made aware of these transfers of money, how much money
is transferred and the purposes the money is used for?

Dr. HALL. Yes, sir.
Mr. 'MURPHY. In detail?
Dr. HALL. In detail.
Mr. MURPHY. Tell me this: At what point are they made aware of

it? After a particular project is underway, completed, or prior thereto?
Dr. HALL. When a project is startedI, or initiated, it is explained

to them how the project is to be done, who is going to do it, where
the funds would be expended.

Mr. 'MuRPHY. This is (lone prior to the project's getting underway?
Dr. HALL. Yes.
.Mr. MURPHY. Now the PDM, the program you talked about,

when are those given to respective oversight committees of the Con-
gress? How much in advance of the program's actually taking place?

Dr. HALL. At the time of submission of the budget, when the budget
goes to Congress, then we go through the whole situation with them
so that they understand what makes up the budget, what makes
up the programs, and so on.

Mr. MURPHY. Are covert activities discussed with these oversight
commit tees?

Dr. HALL. I am not responsible for covert activities, so I can't
really answer that question.

Mr. MURPHY. Does DIA engage in any covert activities? A yes
or no answer.

Dr. HALL. No.
Mr. MUReHY. Those are all the questions I have at this time, Mr.

Chairman.
Chairman PIKE. r. Kasten.
Mr. KASTEN. Mr. Chairman, I would like to try to define your

job. I refer to page 1 of your testimony in which you say "As assist-
ant Secretary for Intelligence, I serve as principal staff adviser to the
Secretary for the management of and allocation of resources for de-
fense intelligence programs and activities."

Gen. Daniel Graham describes his job as follows: "I am the prin-
cipal staff officer for the Secretary of Defense for Management and
Intelligence Support." What is the difference between the job you
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are performing and the job of General Graham, head of DIA? I t
seems to me they are identical.

Dr. HALL. The Defense Intelligence Agency is the activity which
is charged with producing the intelligence which is employed by the
Joint Chiefs of Staff and the Department of Defense in general for
its planning and operation. It is charged with producing intelligence.

'the Director of DIA is the head of that and is responsible for that
particular operation.

Mr. KASTEN. Which is the principal intelligence staff officer for
management of intelligence support? You both say that is your job.
It is not both people?

Dr. HALL. As Assistant Secretary of Defense-
Mr. KASTEN. Whose job is that, sir? Who is the principal staff

officer to the Secretary of Defense? You or General Graham?
Dr. HALL. General' Graham is the principal military staff officer

to the Secretary of Defense. lie is responsible for substantive intelli-
gence.

Mr. KASTEN. General Graham has said that he, as head of DIA,
is the principal intelligence staff officer for the Secretary of Defense
for management and intelligence support, that he is the principal
intelligence staff officer for the Joint Chiefs of Staff, and that he is
the commander of the Defense attach6 system. That is not as import-
ant. And he is also Chairman of the Military Intelligence Board.

Now, in this position. "I am in essence the Director of DOD intel-
ligence," say's General Graham.

Now, given this centralization of responsibility, the Director of
Defense Intelligence Agency-why is it necessary for the Secretary
of Defense to have an assistant secretary for intelligence in DOD?
What functions do you perform, sir, that are indispensable? What
functions do you perform that are not being performed by others
already in your department?

Dr.'AiLL. The problem that faces the Secretary of Defense is
the determination of where to put the money and resources for
intelligence, and only one such program is under the Director of
DIA. here are other programs which I will describe later, and my
job is to assist the Secretary of Defense in his management of these
progr s.

Mr. KASTEN. Is that different from the job of General Graham?
Dr. HALL. Yes; it is.
Mfr. KASTEN. General Graham states that he believes an agree-

ment may be in the process of being reached to reach a clearer delinea-
tion of our responsibilities. Are you saying that there is no problem,
that everyone understands is your job. I still don't, but maybe we
can go back.

Dr. HALL. The problem the Director of the DIA has primarily is
to I)roduce substantive intelligence, which involves the actual intelli-
gence report, which go to the Secretary of Defense and the Joint
Chiefs of Staff. That is his principal job. My principal job is to insure
that the resources are put in intelligence programs wherever they
should be put. That is the distinction between the two jobs.

Mr. KASTEN. How many of the DIA civilians, which evidently
account for over 50 percent of your total budget, how many of these
civilians in operation and maintenance are also retired military
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personnel who draw Government retirement incomes? Fifty-three
percent of the people you have working for you, according to our

-figures, are retired military, personnel.
Dr. HALL. In Defense Intelligence Agency?
Mr. KASTEN. Many of these people are also drawing military

retirement pay and should these military retirement pay costs be
reflected in the overall DIA spending levels?

Dr. HALL. I would have to get the answer for you. I would be
happy to do so.

M\r. KASTEN. Could you provide us with that?
Dr. HALL. Yes; I will.
[The requested information follows:]
There are currently 303 former military personnel-154 officers and 149 en-

listed--employed by DIA. This figure constitutes 13.2 percent of the total civilian
work force, and approximately 4 percent of the total budget.

Military retirement pay cost should not be reflected in the overall I)IA spending
levels. Military retirement pay costs are budgeted in a separate appropriation:
"Retired pay, Defense." The l)IA budget submission to the Congress does reflect
the expenses of military personnel assigned to I)IA based upon composite standard
rates which includes basic pay; basic allowance for quarters; miscellaneous
expense; incentive and special pay.

Further, the retired pay-pension-drawn by retired military is ear:.ed as the
result of previous service not necessarily in any way connected with current
civilian duty in DIA. This pay is earned as a result of previous military duty and
to include these costs in the DIA budget would distort the true costs of intelligence.

Mr. KASTEN. Thank you, Mfr. Chairman.
Chairman PIKE. Mr. Aspin.
Mr. AsPIN. Mr. Chairman, I would like to pass for awhile and get

my 5 minutes in a little later.
Chairman PIKE. Mr. Mfilford.
Mr. MILFORD. Thank you, Mfr. Chairman.
There has been some criticism of duplication within the intelligence

agencies and I noted that DIA performs programs and a study of
foreign military weapons. We have also been told that CIA does the
same thing. Could you tell me why two different agencies should per-

form this function or if they perform them in different manners?
Dr. HALL. In some cases, Mr. Mfilford, both agencies do conduct

such studies. In some cases the importance of the situation is so great
that we belive that it is essential to have more than one viewpoint
and there will be separate studies conducted by both agencies. In
my view this is right and should continue because some of these ques-
tions are just too important to have only one voice speaking on them.
In general, however, we do coordinate what studies are done by which
agency to minimize the duplication.

Mr. )MIlLFORD. It would appear then that you are having to maintain
two banks of experts, so to speak-your analysis teams-when really
the goal would be to evaluate the weapons to find out, how they func-
tion and what they do.

Dr. HALL. Often there is a different viewpoint, brought by people
which have primarily a military background than those which have
primarily some other background. And we believe that it is very
desirable to have both of these viewpoints expressed. In connection
with the 1973 war in the Middle East we found a situation in which one
agency was absolutely convinced that there was not going to be a war.
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feel if everything had been subjugated to one analysis we might have
lost the ability to see that different viewpoint.

Mr. MILFORD. Could this same thing be done by the placement of
personnel within your team, one having a military background, one
having a civilian background, and, therefore, eliminate one support
agency?

Dr. HALL. I think that could be (lone. My own view is that the dup-
. lication isn't large. I think it is a small percentage, really related to

quite important factors. That is the reason we carry it out this way.
Mr. MILFORD. Thank you.
Thank you, Mr. Chairman.
Chairman PIKE. Mr. Hayes.
Mr. HAYEs. Thank you, M\fr. Chairman.
Mr. Hall, the point that, you had about translation of national

policy of defense programs was so enormously vague that I am going
to have to ask you a couple of specific questions about it, but one of
the problems that that brings about is that the DIA has had a very
bad reputation, particularly growing out of its efforts in Vietnam,
One of the things that helped spur that reputation was whether or
not it serves two masters, first the Joint Chiefs and then the Secretary
of Defense. Can you give me some thoughts and give the panel some
thoughts on that particular problem, and is it a problem?

Dr. HALL. There is a general problem that I have been concerned-
with an(l that, is to improve the general professionalism of the analysts
in our intelligence activities. I am tilking about all our intelligence
activities, not pointing out any one. My own belief is, and others
share this, that if we do a fie professional job the fact that the
Defense Intelligence Agency reports to the Joint Chiefs of Staff
doesn't, make any difference; so I think that the dominant question is
to insure that the professionalism is good.

Mr. HAYES. Aren't the Joint Chiefs a filter through which this
goes into the civilian part of the defense establishment?

Dr. HALL. No, sir, they provide no such filter and there is really
no way that it could be done in that way. Obviously the Defense
Intelligence Agency ha-s its own viewpoint-which is primarily a
military viewpoint because that is what is needed but the Joint Chiefs
of St aff

Nr. HAYES. How (o you say thai is, what is needed when you say
a military viewpoint is wv'hat is needed? You are not military.

Dr. hIALL. Because the assessment of a military situation often
requires military expertise, not civilian expertise.

Ir. HAYES. Y7ou make a point in your testimony saying that you
assess only the total defense interest over which you have cognizance.
Are there other things over which you have no control at all that go
into this decisionmiaking 1)ro(ess?

Dr. HI.ALL. No.
Mr. HAYES. You say:

The total intelligence program over which I h'ave c,,gnizance i, referred to as
the consolidated defense intelligence p)rograin. It has a four-element suhstructure.

Is that'the only defense intelligence substructure there is?
Dr. HALL. NO; there is a CIA p)rogIanii.
Mr. HAYES. Within Defense'?
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Dr. HALL. Not within Defense.
Mr. HAYES. I an not referring to that. I am referring to within

Defense.
Dr. HALL. The reason I make that distinction is because CIA does

not have a separate line item for its own budget. Its budget does
appear within overall defense budget. I don't have any responsibility
for that, but for all other intelligence activities in the Department of
Defense, I do have the responsibility.

Mr. HAYES. The In lligence Resources Advisory Committee you
say is used to work oull budget advice. If they can't come together,
then the Secretaries are brought in. Is that called Excom where the
Director of CIA and Secretary of Defense act as sort of an appeals
board?

Dr. IIALL. No, sir. There are certain special programs which I
will discuss later which are managed by a special committee known
as the Excom, of which

Mr. ItAYES. But that is not the point you were referring to when
you said the Secretaries are then brought in and they work them out,
the Director of the CIA and they go on to the President who ultimately
makes these decisions. That isn't Excom?

Dr. HALL. No. The Director of Central Intelligence is the Chair-
man of Excom and I am the other member of Excom.

Mr. IIAYES. You are the other member?
Dr. HALL. I am the other member.
Mr. HAYES. And the Secretary of Defense himself does not get

involved in it?
Dr. HALL. If the issue is one which we believe he should know

about and get involved in he does. Basically it relates to the significance
of the issue. Mr. Colby and I can handle most of the questions in
our own deliberations. There are some which are of such significance
that we want his jud gment as well.

Chairman PIKE. The time of the gentleman has expired.
Mr. Johnson.
Mr. JOHNSON. Thank you, M\r. Chairman.
Dr. Hall, did your office take )art in the apl)roval of the Ilolystone

programm for the Navy?
Dr. HALL. I don't want to (iscuss that program in an open session.
NIr. JOHNSON. Is it classified?
Dr. ]tALL. It is declassified.
M Ir. JOHNSON. Who classified it?
Dr. HALL. It is classified by the Navy.
M r. JOHNSON. You can't even sy in public session whether or not

your office participated in that (lec*ision to engage in that program?
Dr. hIALL. No, sir, I don't want to in open session.
Mr. JOHNSON. Does the Defense Department have programs to

study foreign military weapons systems?
Dr. IIAzL. Yes; they (10.
Mr. JOHNSON. And does that involve collection of information

an(l evaluation, all that goes into intelligence?
Dr. ItALL. Yes; it does.
MXr. JOHNSON. And that then goes to a study and analysis of cap1-

bilities of foreign military weapons systems? -

Dr. IIALL. I es, sir.
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Mr. JOHNSON. And also intentions of foreign governments?
Mr. HALL. The question of intentions is a different one, of course.
We do involve ourselves in such analysis.
Mr. JOHNSON. That involves check as well as evaluation?
Dr. HALL. Yes.
Mfr. JOHNSON,,. Do you do that with respect to foreign military

operations that are going on, training programs, movements of per-
sonnel, movements of troops, and that, sort of thing?

Dr. HALL. We do carry out analyses of such foreign activity.
Mr. JOHNSox. The CIA is involved in all of that kind of activity

also, isn't it?
Dr. HALL. Yes; they also are involved in it.
Mr. JOHNSON. Do you run into oad'another?
Dr. HALL. The problem is not running into each other. The prob-

lem is getting out of the same bed sometimes, they are so close.
[Subsequently Dr. Hall advised the committee that "The Defense

Intelligence Agency is not involved in covert HIUMINT actions."]
Mr. JOHNSON. You said a little while ago that the DIA does not

haveany human intelligence source units but we have some informa-
tion that indicates you do have some humans, as they are called, funds.

Dr. HALL. The question related I believe to covert operations. We
in the Defense Intelligence Agency are involved in covert operations.

Mr. JOHNSON. You don't have intelligence funds which are ex-
pended in these programs?

Dr. HALL. Yes.
Mr. JOHNSON. And does the Army have separate programs and the

Navy have separate programs and the Air Force have separate
programs?

Dr. HALL. That is really where the programs are, the Army, Navy,
and Air Force.

Mr. JOHNSO.. You do not in the DIA?
Dr. HALL. The DIA does the guidance of it ald so on but the

actual operations are in the services.
M\fr. JOHNSON. Do we develop our own military systems, programs,

such as B-I bombers and various submarine programs, cruise strike
forces, (10 we develop those in response to the kind of intelligence
we were just talking about thlat is gathered by the Department of
Defense program?

Dr. IIALL. 'I'he intelligence is really the drivingg function for allour weapons systeiis efforts. Intelligeri.e starts ott bv saying what
the threat is, what the position is. "Ilen tile decision is made in other
places to start, something which wouldI be a counter. As it is goiig on
there is an interrelation of intelligence into those programs to he sure
the program will'come out the way we want it to. The l)roblem
involved is--

Mr. JOHNSON. Can you assure us that some of our own military
weapons systems programs are always generated in response to foreign
capabilities, or do some of our military intelligence developments
justify our military systems that we use to advocate-

Dr. HALL. The fundamental reason for the Defense Intelligence
Agency being started 14 years ago was to insure that intelligence was
not used to justify weapons systems development. It is to provide,
independent of the services, a centralized estimates function so as to
have an objective, dispassionate view of the situation.
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Mr. JOHNsON. I am glad that is the reason but from your personal
experience, can you assure us that that is what is involved?

Dr. HALL. In looking at it Myself over the past years I really believe
we have reached a point where we do an objective job in this particular
respect.

Mr. JOHNSO.. Let me give you an example of something that has
been disturbing to me. We have just appropriated about $800 million
for ERDA for nuclear weapons systems development. We got into a
debate on the floor of the House. We were told it was so secret that
we could not even discuss what was going into that nuclear develop-
ment )rogram. We were also told at the same time that we had I think
it was three to one numerical superiority of deliverable nuclear war-
heads, all public information. So when we get into the question as to
why we should go along, why do we need more, we are told that it is
classified.

Now, it sounds like the Department of Defense is going into this
kind of a program, ERDA is going into this kind of a program, the
CIA is involved someplace around in all this, and there appears to be
an enormous duplication of different agencies going off in different
directions.

Dr. HALL. I believe that in almost every case I know of the material
can be put in such a form that it need not be specially classified, so that
we can provide an intelligence rationale which reasonable people can
understand as to why we want to proceed. There are certain special
intelligence programs of course in which that is not the case because our
intelligence work has to be protected and restricted to those who really
have the need to know. But in considering a new weapons system, I
believe that it is possible for intelligence to provide the reasons for
that in a way which Congress can understand without it having to be
specially classified.

r. JoHNso,.N. My time has expired.
Chairman PIKE. Mr. Lehman.
Mr. LEHMAN. Thank you, Mr. Chairman.
Dr. Hall, is the National Security Agency involved in monitoring

international telephone calls to this country or from this country
overseas?

Dr. HALL. M\r. Lehman, I would be happy to discuss that in closedsession.
Ir. LEHMAN. I guess I better pursue another course.

Does the Department of Defense have on its payroll nationals
from other countries or private citizens from other countries?

Dr. HALL. Yes, it does.
Mr. LEHMAN. Do you hire on your payroll what we call political

parolees, or citizens that are political refugees frol other countries?
Dr. HALL. It is possible. In our foreign operations we have what

are called foreign nationals which are used for support work at bases
overseas; of course, since they are citizens of other countries, they are
devoted to tasks which are not sensitive.

Mr. LEHMAN. May I ask you, do you hire political parolees living
in this country who are political refugees from foreign countries;
for instance, the Vietnam refugees or the Cuban refugees?

Dr. HALL. I would have to get an answer for you. I think we have
quite a restriction on what we can do in that respect and to my know]-
edgo we don't have any such people on our payroll but I would like to
get an exact answer for you.
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[The information follows :]
1)IA does have a program to employ a small number of highly selected refugees

and defectors who have specialized and detailed knowledge of foreign military
e stablishments, weapons, and weapon systems, and economic structures. This
program was initiated by the Army in 1952 and assumed by I)IA on March 3,
1963. A total of 10 employees have been involved over the years, with a maximum
of 7 employed at any one time. At, present, there are five employees in this cate-
gory. At )IA's request, these individuals were hired by the U.S. Army Intelligence
Agency (USAINTA) in 1970 in order for them to benefit from civil service retire-
inent and other benefits. However, )IA retained operational control and continued
to utilize their services.

It is I)IA policy not to consider for employment an alien or special category
former aliens except when the potential benefit to be derived is clearly demonntra-
ble as outweighing the security risks involved and when there is no conflict with
law or national policy. These personnel are not granted access to classified informa-
tion and occupy a worksite physically separated from the rest of 1)IA. The author-
ity to emph)y such personnel is reserved solely to the Director, 1)IA, and is not
delegated. Up to the present time, 1)IA was basically interested in aliens or former
alien personnel with knowledge of the Soviet Union, Warsaw lact nations, In(d
the Peoples Repub)lic of China. We have intentionally avoided the employnent of
any former administrative, political, intelligence, counterintelligence, or military
policee officers as a matter of policy. Six of the ten aliens employed have been line

officers and four have been civilians. Of the four alien civilians, three--all women--
were foreign publication specialists and the fourth was an eminent authority on
biographic data concerning prominent Chinese military figures, both Conumunist
and Nationalist.

The initial period of utilization for aliens, after appropriate background inve-,ti-
gations have been conducted, is generally for 2 years, with subsequent extensions
for up to I year each. When long-term utilization is deemed appropriate, a condi-
tion to )e included in the agreement of association will be the requirement that the

person, if an alien, shall declare his intention to become a citizen of the United
rates and to take the necessary action to become a citizen'as soon as l)racticable

after he becomes eligible under U.S. law. Each of the present five former aliens
employed by DIA is now a U.S. citizen.

Mr. LEHMAN;. Does the Department of Defense have any
contractual arrangements with proprietary organizations owned by
the CIA? Do you contract or do business with those particular pro-
prietar organizations?

Dr. HALL. No.
Mr. LEHMAN. In regards to your human relations, your human

intelligence program, you are appropriated $450,000 for training
people in intelligence. Do you have that kind of activity going on at,
the preseht time?

Dr. HALL. I am sorry, I didn't understand the question.
Mr. LEHMAN. There is in the CIA budget a $450,000 request for

human training which is people being trained for human intelligence,
training DIA agents for that money. Are you training any in south
Florida in that respect, and what I am trying to get to, are you train-
ing people for your Agency other than American citizens in south
Florida?

Dr. IIAL.. No.
Mr. LEHMAN. On page 9 you talk about your cost-benefit tradeoffs.

I think it is the next-to-last line. I am concerned with that especially
because I wonder if von have any cost-benefit tradeoffs tiat do not
look good to you anid at what point do you determine tie cost,
of diminishing return. If you, yourself, don't evaluate cost-benefit.
tradeoffs, who makes the determinationn?

Dr. 11ALL. In the closed session I hope to give you some "specific
examl)les of such cost tradeoffs and what we have not done. Ihe wiy
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it is done is that cost, tradeoffs weed out a substantial amount of the
expenditure proposals that are made to the Secretary of Defense.
One of the principal parts of my job is to conduct andreview these
cost effective studies and make recommendations to the Secretary
of Defense as to whether the resources should be allocate I to a partic-
ular project or not.

Mr. LEHMAN. What is to prevent some of these cost tradeoffs
programs from being duplicative of other programs that you are just
refining, that you are duplicating in another area in the intelligence
community?

Dr. HALL. Well, basically the only thing that, prevents it is to have
a detailed knowledge within my own office of what is going on in the
program as a whole, which I do.

Mr. LEHMAN. MY time is up.
Chairman PIKE. Nfr. Dellums.
Mr. DELLUMS. Thank you, Mr. Chairman.
Dr. Hall, I first of all apologize for not being able to be here at the

outset of your testimony, but I was, unfortunately, detained. But I
have read your testimony and I do have a few questions prepared
for you.

IFirst,, I would like to ask you a question with respect to something
else. Would you explain how Paschal 57 works and how Project
Heavy Sand works and can you tell us whether this includes transfer
of personnel, equipment, and money?

Dr. HALL. I am sorry, '\r. Dellums, would you repeat it?
Mr. DELLUMS. Paschal 57 and Project Heavy Sand, how they

operate, whether they include transfer of equipment, personnel, and
money.

Dr. HALL. I have no knowledge of either one, Mr. Dellums.
Mr. DELLUMS. As I understand it, Paschal 57 is the relationship

between the Army and the CIA in terms of accounting. Project
Heavy Sand is the relationship between the Air Force and the CIA
in terms of accounting and transfer of equipment. In your capacity
it would seem to me that you would know what these two programs
are.

Dr. HALL. I am sorry, I don't. I'll be happy to find out and tell
you in my closed session.

Mr. DELLUMS. Thank you. I have three questions now that would
attempt to elicit from you sonie information that would give us, the
members of this committee, some idea about the function of the
Defense intelligence. First of all, did intelligence units of the Army,
Navy, and Air Force participate at the tracking of Che Guevara. If so,
what were those units and can vou tell me how that relates to intelli-
gence gathering?

Dr. hALL. To my knowledge they did not participate in such opera-
tions.

Mr. DELLUMS. No intelligence units of the Army, Navy, and Air
Force participated in the tracking of Che Guevara.

Dr. HALL. I'll be happy to answer that specifically in the closed
session.

Mfr. DELLUMS. Thank you.
The second question: Ilave any units of the Army, Navy, or Air

Force participated in surreptitious entry of foreign embassies or any
property owned or leased by a foreign government? If so, what were-
the units and how many tinies were there such attempts made?
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Dr. HALL. To my knowledge, while I have been in this office, there
were no such activities.

Mr. DELLUMS. Thank you.
Are any of the military intelligence personnel or units aiding the

FBI in their search for Patty Hearst? If so; can' you explain how that
relates to the gathering of intelligence?

Dr. HALL. There is no such effort to my knowledge.
Mr. DELLUMS. Thank you.
Has any Member of Congress, to your knowledge, ever seen OP

DOC's, 01 INS's, TECH DOC's, TEVDH INS's from NSA?
Dr. HALL. I am sure they have.
Mr. DELLUMS. I would like very much if you can tell us specifically

how many Members of Congress have ever seen these very highly
classified 'documents and who those persons are, when the) saw the
documents, and the last part of that question, has OMB and DCI
ever seen these documents?

Dr. HALL. The answer to the last question I am sure is yes, and the
answer to the first part of your question is I will get an answer for
you and give it to you in closed session.

Mr. DELLUMS. Thank you.
Does NSA have a covert action operation and has it ever partici-

pated with any other agency in such covert operations?
Dr. HALL. The answer is no.
Mr. DELLUMS. That NSA has utilized DC-121 submarines and spy

planes in several instances, some made public,-some not. The vehicles
have been involved in apparently unnecessary and dangerous incidents.
Who authorized these missions and what, hias been done to preclude
further incidents, and, finally, are those missions necessary?

Dr. HALL. I will discuss that in closed session, Mr. Del ums.
Mr. DELLUMS. Just for the record, has NSA ever monitored inter-

national foreign calls made by U.S. citizens from the United States,
and, secondly, is it a regular practice of NSA to monitor a call made
from the Unted States and around the world?

Dr. HALL. I will discuss that in closed session.
Mr. DELLUMS. Thank you. Has NSA 6ver requested that the FBI

or other Federal agencies or agents carry out surreptitious enemy
operations, and, if so, which agency?

Dr. HALL. I will discuss that in closed session.
Mr. DELLUMs. Thank you. Has NSA ever conducted electronic

surveillance of American citizens?
Dr. HALL. No.
Mr. DELLUMS. YOU already answered this question. It is your

statement on the record that DIA had no covert action capacity.
Dr. HALL. Yes.
Mr. DELLUMS. Many countries hold the 12-mile territorial limit

with the capability of imonitoring intelligence equipment. Is there any
reason for intelligence vehicles to go any further than the 12-mile
limit?

Dr. HALL. I will discuss that in closed session.
Chairman PIKE. The time of the gentleman has expired.
Mr. DELLUMS. Thank you.
Chairman PIKE. Mr. Field.
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Mr. FIELD. Thank you, Mr. Chairman. Dr. Hall, the Defense
Department sends most of the money in the intelligence community
bu get, foreign intelligence community's budget, in fact, really a vast
percentage of it. I would like to go over how this process works. Do
you ever start out with budget ceilings which you would set prior to
going to different departments or different programs and finding out
from them what they would like to (1o. In other words, do you come
in with some kind of spending ceiling?

Dr. HALL. Yes, we do that all the time, and that is basically the
process that we follow. We give a department or agency a ceiling and
tell them to construct their program within such a ceiling, and they
must (1o that, for us to consider it. We also tell them if there are
items which they feel are high priority that they cannot accommodate
within the ceilinig, they can identify those items as "over-guidance''
and we w%%ill consider them from a tradeoff standpoint.

Mr. FiELD. I just asked a question of the ceiling. Would the ceiling
be based upon the value of the information coming to us? In other
words, we have x billion dollars to be spent on this. We have to make
some value determination: Is this intelligence worth so many billions?
At some point we have to cut off. Is that the basic way you would set
a ceiling?

Dr. ItALL. That is one of the ways we set the ceiling. Another way
we set the ceiling is we know what Congress is likely to approve.

Mr. FIELD. I am trying to get at, that ceiling, and I will tell you
why. It seems to me that the two big problems of the intelligence
community are dluplication and "overcollect." In 1967, a major study
was done severely criticizing overcollect. In 1971, another study was
(lone that had almost the identical criticism. It doesn't appear as
though anything has been done in the interim to correct the problem.
Our work right now seems to reveal the same kinds of things: a
tremendous volume of collect and nowhere near an equal amount of
analysis. It would seem that the overcollect results from a desire to
keep up with the state of the art, you might say, and that we undertake
programs because we can do it., rather than taking a look at the total

udget, and asking, is the expense really worth what we are getting
out of this program? Is that a fair statement?

Dr. IIALL. No; Mr. Field, 1 don't think it is, and in the period of
time that you mentioned, from 1971 to present, which is the time I
have been'in this office, we have actually reduced manpower, pre-
dominantly collection people, by almost 40 percent.

Mr. FIELD. I am talking more of collect, now. We hear there are
some 30 tons of classified waste. We can't determine exactly how much
is classified. We are not allowed to look. Some 30 tons of classified
waste go out of NSA every day. Row many tons of that never see
human eyes?

Dr. HALL. Very little, Mr. Field. As a part of the general collection
operations, which I will describe this afternoon, it is inescapable-
that certain extraneous material is collected in the process of looking
for the material that you really want. That is retained for awhile
and then discarded.

Ir. FIELD. I have asked our staff to make a statement of the num-
ber of tons of material in the other intelligence agencies of the Defense
Department, and generally it is difficult. Their statement would be
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that is is probably a multiple of what the NSA is disposing of every
day. So we may have literally a hundred or more tons of information
a day. Now we have come up with a number of personnel that could
)ossibly look at these tons of classified material; but each erson

would have to look at an awful lot of material to make an) effective
use of it. Isn't that correct?

Dr. HALL. That is part of the general process that goes on through-
out the world. Our Department of Defense operations rtballv depend
upon information, so there is a tremendous amount of information
which is collected, and part of our challenge is to select that informa-
tion which we really need. I think we do pretty well in this regard.

Mr. FIELD. Let me just bring it down to a practical level. Isn't
it true in critical matters, such as predicting the outbreak of war,
that within recent times we have had sufficient intelligence to be able
to make that prediction accurately? When we have failed to do so it
was because the system broke down. It failed to get, the information
through analysis channels to the proper l)eople. Isn't that correct?

Dr. HALL. Well, if you are talking about the 1973 Middle East
war, in fact, the outbreak of the war was foreseen, and this information
was handled correctly and was provided to the l)eol)le who should
have had it. •

Mr. FIELD. The outbreak of that war was accurately predicted.
Dr. HALL. It was. Some other members of the community do not

maintain that same position. I will be gald to discuss this at great
length in closed session.

M r. FIELD. This might get into the area of coordination and dupli-
cation, and so forth. That is all I have, Mr. Chairman.

Chairman PIKE. For the benefit of the members of the committee,
I would like to state that it is the Chair's intention to go around
one more time. Then I would be happy to entertain a motion
from Mr. McClory that we go into executive session. I will probably
vote for it today. Friday's session was miserable and worthless.
Yesterday it was somewhat less, so we will try it again today. And
after we go into executive session, we will break for lunch so the room
can be cleared for awhile during the lunch hour.

Dr. Hall, when we got down to the bottom line of the budget with
the Director of Central Intelligence yesterday, the bottom line was
a question mark and the question mark occurred because every little
element in the military has its own little intelligence unit. Now, you
are, as you stated, in charge of all of the defense intelligence. Does
every Air Force squadron still have an intelligence officer?

Dr. HALL. I couldn't tell you whether every Air Force squadron
has such an intelligence officer.

Chairman PIKE. Well, does every Army company still have an
intelligence officer?

Dr. HALL. I am sure that is not the case.
Chairman PIKE. Does every naval ship have an intelligence

officer?
Dr. HALL. All the combatant ships do.
Chairman PIKE. Does the cost of all of those people show up as

intelligence-gathering costs in your budget?
Dr. HALL. They do not show up in program 3, but I know where

they are and I know how much they are. 1 report them.
58-920-75-14
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Chairman PIKE. In other words, you can tell us that which the
Director of Central Intelligence could not tell us-the total cost of
these military intelligence operations; is that correct?

Dr. HALL. Within a reasonable accuracy; yes, sir.
Chcurman PIKE. Why don't you tell him so he can tell us, too, if

we ask him?
Dr. HALL. Mr. Chairman, it is the Department of Defense's

responsibilitY, not his.
Chairman'PrKE. It is interesting to see what the right hand

knoweth that the left hand doth not. What percentage of your
intelligence budget is spent in-house and what percentage of it is
contracted out?

Dr. HALL. I can give you a statement of that, but I would rather
not at this particular instance. I will be glad to provide it for the
record.

[The information follows:]
We procure systems, commercial components, and some unique expertke from

private industry. Specifically, ])IA contracts out approximately 16 percent, NSA
28 percent, Army 27 percent, Navy 37 percent, and 86 percent Air Force.

Chairman PIKE. Well, my basic question is, are the people in-
volved with the contractors included in your manpower figures, in
intelligence manpower?

Dr. HALL. The people that are involved in handling 0,e con-
tractors, our people?

Chairman PIKE. No; the people that you contract with. Are they
included in the manpower that you give us as gathering intelligence?

Dr. HALL. Oh, no, sir.
Chairman PIKE. They are not?
Dr. HALL. No.
Chairman PIKE. Dr. Hall, you used a phrase which has become

terribly familiar to me over the years. You said that everything in
our intelligence-gathering activities is keyed to the threat as we
perceive it, and that all sounds like a good phrase; but the question in
my mind is, through the years which we have called the years of
detente, through the years of joint space ventures with the Soviets,
through the years of the SALT agreement, has that threat ever
changed?

Dr. HALL. Not appreciably.
Chairman PIKE. So what we are doing is assuming precisely the

same threat in this period of detente that we assumed at the height of
the war. Is that correct?

Dr. HALL. We don't assume it, Mr. Chairman. We used hard evidence
to construct what is the threat.

Chairman PIKE. Doesn't what the threat is involve a judgment as
to'what other people are going to do as well as knowledge of what
their military equipment is?

Dr. HALL. Yes, it does. It involves both a statement of what the
intent is and a statement of their capability.

Chairman PIKE. So, we assume their intent is the same in times of
peace as in times of war; is that correct?

Dr. HALL. No; we believe that fundamentally the question in
terms of how we look at our own capability really has to be keyed to
what their capability is, and we do believe-
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Chairman PIKi. So, when we talk about the threat and the intel-
ligence that we must gather to counter the threat, we are really talking
about the worst possible cases; are we not?

Dr. HALL. Our statements really range from the worst case to a best
case, and we generally provide a range of such cases.Chairman PIKE. But our intelligence-gathering activities are all
based upon the assumption of their capability and not on the assum)-
tion of their intentions; is that not correct?

Dr. HALL. Our intelligence objectives have to be taken into ac-
count; predominantly we focus on their capability and not their
intent.

Chairman PIKE. Mr. McClory.
Mr. MCCLOR'y. Dr. Hall, I have gone through about three or four

different explanations here of the authority for the Defense Intel-
ligence Agency. You have a legal opinion from your own counsel. I
have been furnished with transcripts from the Congressional Record.
I have looked at the summaries of the National Security Act of 1947,
the establishment of the Department of Defense, and the consolida-
tion of activities under the Department of Defense, and these various
other things, and the conclusion seems to be reached that well, there
have been no complaints front the Congress about the authority of the
DIA, and that seems to be the ultimate resolution as to the recognition
of DIA and its authority. I guess the question is, wouldn't you feel a
lot more comfortable if the Congress would enact positive legislation
which recites in so many words your authority, the extent of it, the
limitations on it, and details what your function is supposed to be in
the law instead of just by inference or innuendo or the fact that the
Congress doesn't object to your authority?

Dr. HALL. Well, the authority for both my Office and the Defense
Intelligence Agency is by charter signed by the Secretary of Defense,
and I believe that that is a satisfactory way for handling the re-
sponsibilities in the Department. The Secretary of Defense is funda-
mentally charged with maintaining the forces that are required for
the protection of the United States and uses intelligence in a way
to meet that broader authority.

Mr. MCCLORY. You can't refer me to any direct statutory au-
thority, can you, for the establishment of the Defense Intelligence
Agency?

Dr. HALL. No, sir, there is no such thing.
Mr. MCCLORY. I think that is all I have at this time. Thank you,

Mr. Chairman.
Chairman PIKE. Mr. Murphy.
Mr. MURPHY. Thailk you, Mr. Chairman. Dr. Hall, would you

describe the Foreign Technological Division of the Air Force? What
is that?

Dr. HALL. It is a group of people which are brought together for
the analysis of intelligence information predominantly relating to
foreign weapons systems, particularly aircraft.

Mr. MURPHY. Who controls that,'Doctor? Who runs that?
Dr. HALL. It is run by the commanding officer who reports to the

Air Force Systems Command.
Mr. MURPHY. Now, who funds that? You or the CIA?
Dr. HALL. We fund it.
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M\fr. MURPHY. I understand that some of their intelligence activi-
ties include civilian employees.

Dr. HALL. Yes.
Mr. MURPHY. Who would underwrite that?
Dr. HALL. That is part of our support in our budget.
Mr. MURPHY. Didn't you tell me earlier that you have no civilian

employees that you underwrite?
Dr. HALL. If I did, I misunderstood your question, Mr. Murphy.

We have many, many civilians in the Department Intelligence
Operations which we

Mr. MURPHY. Yes; but my specific question involved civilian em-
ployees of domestic corporations, and I understand that this Foreign
Technological Division of the Air Force defrays some cost of those
civilian employees.

Dr. HALL. 'The Foreign Technology Division of the Air Force
includes both military and civilian people. The civilians are civil
service people. In addition, the Foreign Technology Division lets
contracts for analysis to nongovernmental civilians with certain
expertise.

Mr. MURPHY. Yes; but these people belong to other than the
governmental corporations?

Dr. HALL. They belong to other than governmental organizations.
Mr. MURPHY. They are domestic corporations. And I am wondering

who underwrites their expenses.
Dr. HALL. Their costs are regular contract costs which are handled

by the Air Force in--tkle same way that any other ontract is handled
by the Air Force.

Mr. MURPHY. Then, in fact, you are defraying some domestic
corporation costs?

Dr. HALL. Yes; we certainly are, but these are corporations that
regularly do business in the public domain and we make use of some
of their expertise.

Mr. MURPHY. Now, were any of these domestic corporations
created specifically for intelligence purposes?

Dr. HALL. No.
Mr. MURPHY. Do any of them do exclusively intelligence work?
Dr. HALL. I don't think so, but I would have to get an answer for

you on that. Basically what the process is is that if we have, for
example, a Soviet engine that we want to have analyzed, we believe
that the best thing to do is to go to an engine manufacturer in this
United States who has expertise on such engines, and they carry out
the basic analysis of the information we have; put it in a form in which
we can use it. That is a contract to a company' like General Electric,
United Aircraft, or so on. So it is a specific contract looking for going
to places where there is expertise to get certain analysis done. That's
the kind of work that that, is.

Mr. MURPHY. Now, does the CIA also undertake that sort of
activity.

Dr. HALL. Yes; it does.
Mr. MURPHY. How do you coordinate your efforts on that, or do

you?
Dr. HALL. Well, we do. We could do better, but basically it is a

process of letting each other know what we are doing in this particular
respect.
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.MIr. M URPHY. Have you had cases where you have garnered certain
information and they have, too, and then when it is analyzed you
realized that you performed duplicate tasks?

Dr. HALL. Yes; we have.
Mr. 'MURPHY. Do you ever compile the number of instances where

you duplicate each other's work?
Dr. HALL. Well, in this particular respect, at the request of the

Deputy Secretary of Defense, we have recently set forth a program
to get a better handle on such analyses.

Mr. NIURPHY. No: I am not talking about a program and an
objective of getting a better handle on it. I am talking about the hard
accounting facts. Are they available to this committee, where we have
instances of duplications of work and how much money that comes to?

Dr. HALL. NWe have not. It would be a difficult t ing to do. The
predominant problem, of course, is that while in my judgment some-

Mlr. ,URPHY. Well, you would have instances of duplication, right,
and you know what that project cost you, and you could find out
from the CIA what it cost them, and I imagine you could make a
simple identification as to what a duplication costs.

Dr. HALL. What I am doing is really giving you my best judgment
that there are some areas where we can improve ourselves in that
particular direction. It would be difficult, I think, for me to fully
document it to your satisfaction.

Mr. MURPHY. I understand my time is up, Mr. Chairman. 1 will
conclude with this remark. One of the functions of this committee is
to see if we can determine the amount of duplication and its-cost,
and how we best can resolve this. Thank you.

Chairman PIKE. Mr. Aspin.
Mr. ASPIN. Thank you, Mr. Chairman. A lot of the things that I

think have concerned the committee have come up, but there is one
area, Dr. Hall, which hasn't yet, and that is we have had a go-around
a couple of times on this matter of secrecy and what information
ought to be kept secret and not. The Defense Department's policy
on this seems to be particularly bizarre. Some things are kept secret,
and others parts are not kept secret. Is that one of your functions, to
decide how much of the various intelligence activities can be made
public?

Dr. HALL. No, it isn't my job to do so. In reviews of questions of
this sort I often am asked for my advice.

Mr. ASPIN. Whose job is it that decides? Who decides, for example,
that portions of the R. & D. budget are made public and other por-
tions are not?

Dr. HALL. It predominar%'.y is a question of the individual who is
responsible for that program.-

Mr. AsPIN. Is that why it seems to be such a hodgepodge, that some
information is given and other information is not, and some things
you think ought to be public are not, and others are surprised? To
give you an example, our attach6 offices. That is a fairly public kind
of thing, that we are collecting information through the military
attach offices in various countries. Yet apparently the location of
-those offices is not made public. Why is that? If we know why, and
people know it is a very public thing in those countries that the
attach is there, and there is a military attache office, why isn't that
made available to the American p-iblic?
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Dr. HALL. I am not in a position to defend why we don't do that,
Mr. Aspin.

Mr. AsPIN. That is classified, Mr. Chairman, the number of the
positions, and the location of the attach6 offices is classified, and the
information which also came out in hearings about where new offices
are going to be opened is classified, but then irony comes on top of it
when you look at the family housing section of the law and you find
out where the family housing sections are, and there is family housing
for attaches and that is not classified.

There are 86 countries where there is family housing for attaches
and they list that there are two countries, Algeria and Bangladesh,.
where we are opening new family housing, so it wouldn't take much
intelligence to discover where our attaches are. But you know it is
this kind of bizarre treatment of classification that I think is soperplexing.Dr. HALL. I think we should have you on the intelligence staff, Mr.

Aspin.
Mr. AsPIN. You just look at two pages of the two different sections

of the appropriations hearings, and the DIA, the Defense Intelligence
Agency, seems to be kind of contrary to what the CIA is saying and
what the Director of Central Intelligence is saying. He was saying,
"Well, if you really must, it wouldn't be damaging to give-a total."

Now, you would not want to give the total for a series of years
because then you can plot the series and you won't want to give any
breakdown. at all.

He says the trouble with giving a single number is pretty quick
there is pressure to break it down. The Defense Department people
seem to be perfectly willing to give certain parts rather than the total.
The total is about the only thing that is missing. The various parts
of it are there and in fact most of it is there in a lot of cases.

It is just adding it up. Why this different approach?
Dr. HALL. Well, the fundamental guidance comes from the Director

of Central Intelligence. We follow his lead because he has the responsi-
bility of protecting the intelligence sources. In terms of what we
publish and what we do not, there very certainly will be times when
the left hand doesn't know what the right hand is doing.

Mr. AsPiN. And in general is this done by department? For example,
is there a head of the 'DIA's information who decides, within the DIA,
what is to be declassified and then there is another person for the
Army intelligence and for the Air Force intelligence, Navy intelligence?
Is that how it is (lone, or is it broken down even further with sub-
sections within those sections that people decide what is classified and
what is not classified?

Dr. HALL. The important questions are predominantly handled
by the head of a particular operation.

Mr. ASPIN. And what would be an operation, for example?
Dr. HALL. Oh, the Director of the Defense Intelligence Agency,

Director of Naval Intelligence, and so on.
Chairman PIKE. Mr. Aspin, your 5 minutes are up. I am aware

you saved time earlier. If you want to go for another 5 minutes, it is
perfectly all right.

Mr. AsPiN.. Let me not pursue that any further other than to say
that one of the reasons why I think people in Congress are particu-
larly unhappy with the classification system, quite apart from the
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fact of who can leak and who cannot leak, which we hive gotten into
before, is the seemingly arbitrariness of the whole system, and I
think that a comparison of just looking at the way the different parts
of the Defense Intelligence operations, some things classified, some
things in the Navy that are classified, which aren't classified in the
Army and vice versa, just makes people just very suspicious that the
whole thing is just being done in a very haphazard way. But let me
take another point. Of those unclassified portions, can the GAO come
in and audit those and does the GAO do work on the unclassified
portions?

Dr. HALL. The GAO could come in and audit the classified portion
as well.

Mr. AsPi.N. Well, now, they said they were scared off from doing a
lot of the classified things because they did not have clearance and
they did not have people who were. cleared and they could not get in
and have compartmentalization-and then they backed off of it entirely.

Dr. HALL. They have people stationed at the National Security
Agency.

Mr. AsPvIN. Yes, but that is only for the National Security Agency.
Those reports go to the head of the National Security Agency, a kind
of technical assistance from the GAO to NSA rather than any kind
of independent audit. Those reports do not go back to the GAO and
do not in any way get back to Congress.

Dr. HALL. There is no reason as far as I am concerned to keep
any properly constituted GAO audit from considering anything in
th intelligence arena.

Mr. AsPIN. You mean you would say tha'i'the GAO as far as you
are concerned could come in and audit both the classified portions
and the unclassified portions?

Dr. HALL. Yes, if that is-
Mr. AsPIN. Has the GAO come in and audited any part of the DIA

recently?
Dr. HALL. No.
Mr. ASPIN. Have they done any auditing of any of the service

intelligence agencies?
Dr. HALL. Not to my knowledge.
Mr. ASPIN. Not even the unclassified portions? I mean they ought

to go in there and have a look at that base, about how many gehieals
are flying planes, and how many in family housing, and the cost of all
of that. They haven't done that?

Dr. HALL. Not to my knowledge, Mr. Aspin.
Mr. AsPiN. But you have no objection to them coming in and doing

that?
Dr. HALL. No.
Mr. ASPIN. To go to one other point, you said, for example, that

the person who is responsible for Defense Intelligence is really the
Secretary of Defense, rather than the head of the CIA, rather than Mr.
Colby. Mr. Schlesinger is really the boss rather than Mr. Colby on a
number of these issues. How much cooperation is there with the CIA?
For example, does the CIA have access to all information gathered by
the Defense Intelligence Agency? Do they have access to all of the
raw data collected?

Dr. HALL. Yes, they do as a regular thing.
Mr. AsPIN. And they are on the distribution for everything?
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Dr. HALL. Yes.
Mr. AsPIN. And they do not have to know about it and ask for it

to et it? They get it automatically?
Dr. HALL. They get it automatically?
Mr. AsPIN. Does the same cooperation exist among the services,

for example, Army intelligence and Navy intelligence? Do they get
cross information?

Dr. HALL. Yes, they do.
Mr. ASPIN. And how long has this been going on?
Dr. HALL. It has been going on as long as I have been in the office.
Mr. AsPIN. Which is?
Dr. HALL. About 4 years.
Mr. ASPIN. Because I know that has been a problem in the past.
How do you decide what gets transferred and what doesn't?
Dr. HALL. Well
Mr. AsPIN. Not everything that comes in clearly. I mean every

little scrap of information cannot be sent across.
Dr. HALL. If we started sending it all to each intelligence organiza-

tion, we would even have more than the 30 tons we are talking about.
Mr. AsPIN. So who is to decide? Who decides what is important

and relevant and whatever classification it is?Dr. HALL. The heads of the operations do, but fundamentally,
I have to say it really works very well.

We watch it from my office to see that there is the proper and good
interchange and I think that is the case.

Mr. AsPIN. And that is your primary concern?
I want to say that of the people who are concerned about this,

that is one of your responsibilities to make sure this is done?
Dr. HALL. immediately it is the responsibility of the Director of

DIA to insure that there is the proper interchange of information.
Chairman PIKE. The time of the gentleman has expired.
Mr. AsPIN. May I just ask if it isn't done correctly, who is respon-

sible or who is the person who should be held responsible?
Chairman PIKE. Mr. Aspin, we are really going to have to stick

with the rules.
Mr. AsPIN. All right.
Chairman PIKE. Mr. Kasten.
Mr. KASTEN. Thank you, Mr. Chairman.
Dr. Hall, do you have present or former CIA employees in top

level positions in your Department?
Dr. HALL. In my office we do not-no, I don't think so.M.AKASTX. Mr. Hall, is Tom K. Latimer now employed by the

Department of Defense, a Special Assistant to the Secretary, and
a Special Assistant to the Deputy Secretary of Defense?

Dr. HALL. Yes, he has had a DIA background.
Mr. J&ASTE-N. Is he still employed by the CIA?
Dr. HALL. No, sir.
Mr. KASTEN. Are you aware that for the years 1970 to 1973 ap-

proximately he was detailed to the White House as a CIA employee
but that was not generally known?

Dr. HALL. Yes, I am aware of that.
Mr. KASTEN. You answered my first question no, I think, saying

that you did not have any present or former CIA employees. Here is
one. Not only that, but this particular individual was at the White
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House evidently working with Dr. Kissinger not as a CIA liaison man,
not identified as a CIA individual, and now not only is he working
with your Department and you answered no to the first question, but
isn't this the individual that you have assigned as the contact man
for this committee? Isn't he the staff person that we contact?

Dr. HALL. I interpreted your first question to mean people who
work in my office and he does not work in my office.

Mr. KASTEN. Who is the staff contact man for this committee,
the House Select Committee on Intelligence, in the Department
of Defense?

Dr. HALL. Mr. Latimer.
Mr. KASTEN. Was the fact that he was a CIA employee and had

been detailed to the White House, was that known by our staff and
other people?

Dr. HALL. I knew it. I didn't know whether
Mr. KASTEN. Do you think it would be important that the chair-

man and other members of the committee and the staff would know
that this man is or at least was a CIA employee and was detailed
to the White House and had other jobs in the CIA?

Do you see an apparent conflict here or any kind of problem, or
do you feel this is kind of business as usual?

Dr. HALL. His job as Assistant Secretary of Defense, his regular
job, is to maintain contact with congressional committees and out-
side agencies. I don't really see that his background as having spent
some time with CIA has anything really particularly to do with it.

Mr. KASTEN. Then you don't feel he should be identified in any
way to this committee, especially the fact that he had been detailed
to the White House?

Dr. HALL. I see no reason for keeping it undisclosed.
Mr. KASTEN. Is a Mr. John Maury presently the Assistant Sec-

retary of Defense for legislative affairs?
Dr. HALL. Yes.
Mr. KASTEN. Do you know anythiug about his background.
Dr. HALL. Yes.
Mr. KASTEN. Could you describe that to the members of the

committee?
Dr. HALL. Well, very briefly, he was also at CIA.
Mr. KASTEN. In the job of legislative affairs or counsel; is that

correct?
Dr. HALL. Among other jobs.
Mr. KASTEN. How come he didn't fit into the classification of my

first question, when I asked about former or present CIA employees?
Dr. HALL. Because he doesn't work for me, either.
Mr. KASTEN. Do you think that it is appropriate to have these

kinds of people in these kinds of jobs and it is not known? I am not
sure. Is Mr. Maury presently a CIA employee?

Dr. HALL. No; he is not.
Mr. KASTEN. I was not able to get that information.
Dr. HALL. He is not. He is a Presidential appointee.
Mr. KASTEN. When people are detailed from the CIA to the De-

partment of Defense or t 9 other departments, do people ask for these
CIA employees to be detailed from the CIA to the Department, or
are you asked whether you would like to have one of the CIA people
come into your Department?
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Dr. HALL. Nobody has ever asked me if I wanted any.
Mr. KASTEN. I want to go back to a question as to the problems of

duplication. The relationship between a number of units in the De-
fense Intelligence Community is unclear, and it is obviously unclear
to a number of the members of the committee, and I want you to
clarify the relationship if you could, of the Army, Navy, and the
Air Force intelligence services in the Department of Defense. There
are three, Army, Navy, Air Force intelligence services at the Depart-
ment of Defense. Then there are also U.S. Air Force Security Service,
the Army Security Agency, and the Navy Security Group, which
reportedly work for the National Security Agency. Do you have six
different agencies, or do you really hav e three with partners, or with
people that are working together?

Dr. HALL. It will be clear after I talk this afternoon, but there is no
secret about it, and I will be glad to try to do it now. The program
which is run by NSA is participated in by Army, Navy, and Air Force
units. The Air Force unit is called the Air Force Security Service. It
is part of the Air Force, but it is charged with participating with NSA
in the cryptological program. The Army security, agency, ASA, is
an Army unit which also participates in the cryptologic program
under NSA.

The Naval Security Group, NSG, is a similar unit in the Navy. So
that's three of the ones you are talking about. At the departmental
staff levels in the Army, Navy, and Air Force there is a top intelli-
gence officer who is responsible to the Chief of the Naval Operations
for the Navy, to the Chief of the Services for the Army, and the Air
Force. They each have intelligence responsibilities in support of their
'departments, primarily involving the management of people and
systems for various collections and analysis efforts.

Mr. KASTEN. My time is up, but your answer to my question is
that there are six separate agencies with six separate budgets; is that
correct?

Dr. HALL. Not agencies.
Chairman PIKE. Mr. Kasten, I would simply have to say to you

the same thing I said to Mr. Aspin. When you know your time is up,
I would appreciate it if you would stop asking questions. Mr. Milford?

Mr. MILFORD. Thank you, Mr. Chairman. Mr. Hall, I would like
to go back. I think the record may possibly infer a wrong thing here-
either that or my knowledge is incomplete, whichever the case, I
would like to straighten it out-concerning your conversation with
the chairman a few moments ago about intelligence personnel in
tactical units *that do not show up on your particular budget. My last
direct contact with the military was World War II and Korea. At
that time, in our infantry, our artillery, armored units, et cetera, the
lowest level that had a designated intelligence officer was a battalion,
although in the company we would normally assign some officer as
an intelligence officer, but this was really sort of like inventory, PX.

It was in Army theaters, but somewhere along that line, unless
we were actually engaged in combat the intelligence officers had no
function other than to train. They did not serve as an input into the
intelligence gathering agency as we now have it here in peacetime.
Am I correct so far in Wvhat I am saying? *

Dr. HALL. You are correct, yes, sir.
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Mr. MILFORD. Would you point out at what level from company
to theater that the personnel were in tactical units would constitute
an input into your intelligence system, if at anywhere along that line?

Dr. HALL. I would have to prepare an answer for you because it
is a little complex.

[The information follows :]
Intelligence activities which are collecting intelligence for use by national level as

well as combat level consumers, are in what we call Program 3, which is intelligence
and communications. In addition, there are some activities, that are organic to
various forces, which are intelligence-related activities, and these are carried out-
side Program 3 in thesame program as the forces they support-strategic, general
purpose, and so on. To insure, however, that we know where all the people are, we
maintain cognizance of wherever the intelligence or intelligence-related people are,
whether they are involved in direct combat support or in a unit which is providing
general support for both combat and national levels.

Mr. MILFORD. The intelligence officers in the 2d Armored Division
at Fort Hood and in the 1st Infantry Division, wherever they might
be here in the States, would be supplying absolutely no input into
your system at all?

Dr. HALL. They don't. They are there to help the commander.
They are called intelligence officers because the commander needs
to look to an expert and these people are specially trained and are
there to help him interpret and use the intelligence which is collected
and produced by the various intelligence organizations.

Mr. MILFORD. This is to be a training function strictly?
Dr. HALL. A training and support function. They support the

commander in his operations.
Mr. MILFORD. Thank you, Mr. Chairman.
Chairman PIKE. Mr. Hayes.
Mr. HAYES. Thank you, Mr. Chairman.
Dr. Hall, I don't want to use you as a foil and I don't want you

to take anything I say on a personal basis but I am enormously im-
pressed by the utter banality of the operation that you describe and
-your perception of the operation.

Let me give you an example. In your testimony at page 7 you try
to put the entire planning, programing and budgeting system into
an industrial analogy and you tell us that the planning, programing,
guidance memorandum is in effect a request for a proposal from the
military departments. The obvious answer is that, ofcaurse, we there-
fore receive a bid from the military. In other words, our civilian con-
trolled Defense Department receives this bid from the military. I
think that is unquestionable. I think you know it and I know it.

Then we go ahead and have project objective memorandums which
become the proposals. We make a contract with them as to which
we want to buy, the obvious implication being the military here have
something to sell to us and if they are like other salesmen they try to
oversell. They give us the whole line, the entire package, and we of
course try to sift through and knock that out.

Let me ask you a question about that methodology. Is that the
kind of methodology that was used to advise General Weyand, for
example, that this country last spring ought to buy for a price of
about a third of a billion dollars a regime in South Vietnam? And then
that was immediately followed by the abandonment of about $1
billion dollars worth of arms we had provided to them? Is that the
same methodology that, is used?
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Dr. HALL. The methodologies are not related at all. The words that
are in my testimony were designed to try to make clear the process of
allocation of resources and selection of projects that we are involved
in.

Ir. hAYES. Don't you see intelligence as something different from
the industrial procurement programs?

Dr. HALL. Of course.
Mr. HAYES. Why (1o you insist on that kind of thought process?
Dr. HALL. I don't insist on it. I will throw it away if you woull like.
Mfr. HAYES. Again, I don't mean to be battering you around, ani

please don't take anything I am saying on a personal level.
- ,-Dr. HALL. I have no pride of authorship.

:i.1- That is the unfortunate thing about it. It is enormously
amusing. I don't-blame anybody for laughing. But that is the kind of
operation that we have here. Mr. Latimer and others, in selecting you,
did an enormously good job and I doubt very much, based on the
literature, in this area and based on the observations of others who are
quite capable of analyzing our intelligence community, I really think
you are the perfect choice to send down here, your background in
industry, relatively unscathed, not around during part of the hard
charging, the formation of DIA, and all of its concomitant problems,
its ultimate abandonment according to some observers-and I think
that is probably correct.

Is it still abandoned? Isn't the CIA in fact the real arm for under-
standing intelligence used by the civilian heads of our Defense
Establishment?

Dr. HALL. Some of the best analogies have come from CIA. Some
very good analogies have come from the Defense Intelligence Agency.

Mr. HAYES. The joint service approach that is used within the
Defense Intelligence Establishment has turned out to be a mish-mash.
In fact, isn't it tremendously difficult to accommodate and to present
in one final form all of those conflicting viewpoints that you assemble?

Dr. HALL. We do encourage the intelligence agencies to come in
with more than we can support in terms of ideas. We need ideas and
we encourage that approach.

There is a selection process, therefore, that we must go through
in choosing those ideas which we are going to support; that was what
the analogy was intended to represent and that is as far as I want to
go in defending it.

Mr. HAYES. You have described your job as putting resources
at the disposal of Intelligence and Defense. The Director has to
produce the intelligence estimates himself. So do you consider your
role as a hardware man, as a procurer--

Dr. HALL. My role is predominantly to help determine where we
put the money and other resources-into new collection systems,
into processing systems and so on.

Mr. HAYES. You don't in fact have a role in assessing the value
of the estimates of intelligence, do you?

Dr. HALL. I do from the point of view of assuring the Secretary
of Defense that the process is working right.

Chairman PIKE. The time of the gentleman has expired.
Mr. Johnson.
Mr. JOHNSON. Thank you, Mr. Chairman.



215

Dr. Hall, in pursuing our previous line of questioning about the
acquisition of military intelligence and perhaps duplication with the
CIA, so that proper weapons systems could be generated in response,
we didn't get to go into your relationship with ERDA. It is up to
you, you say, to advise the Secretary of Defense where to spend t these
intellgence dollars.

1s there any coordination between the Defense Department and
ERDA then in the utilization of this information.so that we don't,

.. duplicatee the weapons systems between the Department of Defense
and ERDA?

Dr. HALL. Yes, there is coordination on the United States Intelli-
gence Board; ERDA has a member and the Defense Department
has two members. There is an interchange of information at that
particular point.

M\r. JOHNSON. We did establish that the DIA has no covert activ-
ities. Did we establish that the Department of Defense no place has
any covert activities?

Dr. HALL. We have no covert activities.
Mr. JOHNSON.. Do you have any arms programs to foreign govern-

ments included in any of your budgets?
Drn HALL. Any what?
Mr. JOHNSON. Arms programs to foreign governments.
Dr. HALL. We have no arms programs; no. We have some intelli-

gence programs with foreign governments.
Mr. JOHNSON. Does your department have any operations in the

United States cities and towns? Intelligence gathering?
Dr. HALL. No.
Mr. JOHNSON. I yield to the gentleman from Wisconsin to finish

his line of questioning.
X\'r. KASTEN. I want to get the final answer to the question I

asked before. Your answer is that you have six separate agencies
with six separate budgets for those six areas we have touched on;
is that correct?

Dr. HtALL. We don't call them agencies.
Mr. KASTEN. Department?
Dr. HALL. Department.
Mr. KASTEN. Do you as Assistant Secretary of Defense for Intelli-

gence have any control or authority over any Department of Defense
intelligence: Army, Navy, Air Force, DIA, NSA, or is your authority
limited solely to making recommendations?

Dr. HALL. I have noline authority.
Mr. KASTEN. Is that a difference between you and General Graham?
Dr. HALL. He has authority over the Defense Intelligence Agency.
Mr. KASTEN. The CIA has a staff of national intelligence oMcers,

NIO's, while the Defense Intelligence Agency has a staff of Defense
Intelligence Officers, .DIO's. Is there coordination between these two
sets of staffers in production of intelligence estimates?

Dr. HALL. Yes: there is.
Mr. KASTEN. kre both necessary to provide the best intelligence

estimates? In other words, we are going through-all the members of
the co-mmittee-a series of duplication after duplication and in some
cases competition after competition. Are both sets necessary to provide
the best intelligence estimates? Isn't this a duplication of function
here?
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Dr. HALL. There is certainly some duplication of functions, but in
terms of number of people-there are not very many-and in terms
of making a better process, I think it is good to have some competi-
tion, if you want to call it competition. They work very closely
together but they are not constrained to come out with a single picture.
The DIO's, of course, are more oriented toward military matters
than the NIO's.

Mr. KASTEN. Thank you, Dr. Hall.
I yield back the balance of the time to Mr. Johnson.
Mr. JOHNSON. I just wanted to establish one more time, Dr. Hall.

Are there any military personnel being trained in covert, clandestine
activities? I understand your answer has been "no."

Dr. HALL. No, no military intelligence personnel are being trained
for covert action activities.

Mr. JOHNSON. You say that flatly?
Dr. HALL. Not in the sense to whichh you are referring. However,

there is clandestine training which can be further discussed in closed
session if you so desire.

Mr. JOHNSON. I yield back the balance of my time.
Chairman PIKE. Mr. Lehman.
Mr. LEHMAN. Thank you, Mr. Chairman.
Did I hear correctly, Dr. Hall, that you said the Defense Intelli-

gence Agency anticipated the outbreak of the Yom Kippur war?
Dr. AALL. Participated in the-
Mr. LEHMAN. Anticipated or predicted the outbreak of the 1973

war in the Mideast?
Dr. HALL. I said one intelligence agency did.
Mr. LEHMAN. One intelligence agency did that. Would you be

willing-
Dr. HALL. Not the Defense Intelligence Agency.
Mr. LEHMAN. Would you be willing to tell me what happened to

this information that prevented it from obviously being relayed to
the people in the diplomatic area in this country, or perhaps the
Israeli intelligence, the Israeli armed forces that in a sense necessitated
the emergency airlift that cost a billion dollars or more, because this
information was not relayed to the proper people at the proper time?

Dr. HALL. I would be glad to discuss this in the closed session.
Let me say there was no obstacle to the relay of the information,
Mr. Lehman.

Mr. LEHMAN. There was no obstacle in relaying this information
but somewhere along the line-

Dr. HALL. There was a question of judgment in terms of what the
information meant. The Israelis did not believe the information.
One of our agencies did. Some of our agencies did not.

Mr. LEHMAN. It seems to me, then, if you collect enough intelli-
gence that you are going to get so many conflicts that you are not
going to know what to believe sometimes and that the overcollection
of intelligence can perhaps be not only very expensive but very
conflicting and very confusing.

Dr. HALL. In this particular case, Mr. Lehman, I wish we had had
more. We were constrained in that particular area by previous
reductions and we did not have all the information that I believe was
necessary to have in the area.
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Mr. LEHMAN. Dr. Hall, do you believe the civilians should control
the military in this country? That is a rather broad, philosophical
question.

Dr. HALL. If I understand your question, I don't know that it is
particularly germane to this discussion. My general view is that
civilian management of the military has always been part of this
country and should continue to be.

Mr. LEHMAN. You are a civilian. I have the feeling, though, that
you are the buffer between the civilian control and the military, that
you are a roadblock for us to be able to find out the necessary in-
formation. Perhaps I am reading it wrong, but this is the kind of
context in which I see your role at this time.

Dr. HALL. I certainly hope to change that viewpoint when we get
into closed session.

Mr. LEHMAN. Speaking of closed sessioii, the problem to me is
that we have these operations like Holystone that get us in kind of a
bind with some of the other countries. If only this committee knows
about these operations, how can the civilians in this country, a
civilian body like the Congress, really make the kind of decisions that
need to be made to maintain control over the military, if they don't
know what is going on?

Dr. HALL. I am not sure that that is a question for me, Mr. Lehman.
Mr. LEHMAN. It is a question that disturbs me.
For instance in a sense we are playing Russian roulette in more

ways than one. With some of our operations, we are playing with the
welfare of this country and the Congress, in particular, doesn't know
what is going on and I think it is very important that they should.
That is the question basically.

Dr. HALL. I want to assure you in my judgment we are not playing
Russian roulette.

Chairman PIKE. Mr. Dellums.
Mr. DELLUMS. Thank you, Mr. Chairman.
Dr. Hall, I would like to take you back now to the 1968-72 political

conventions and ask you, did any NSA security service or DOD
military intelligence personnel participate separately or with any
other agencies at the political conventions in those 2 years? If so,
what was their mission and what was the justification for tehir
participation?

Dr. HALL. Mr. Dellums, the National Security Agency did not.
There was some activity on the part of Army Counterintelligence
during that period of time. There were public announcements made
and corrective measures taken by Secretary Laird. It is not an area
for which I am responsible and I cannot speak authoritatively about
it, but we can have somebody do so, if you want.

Mr. DELLUMS. I would appreciate that and with some emphasis on
what was the mission of that unit.

[Dr. Hall subsequently advised the committee that:]
The whole subject of so-called military surveillance will be addressed by

another DOD witness in future testimony if the committee so desires.
Mr. DELLUMS. Now about the interrelationship between the

civilian community and the military. Does any DOD unit presently
keep files on American citizens, and if so, what is the rationale of keep-
ing those fies?
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Dr. HALL. They do not. There is no intelligence file kept on American
citizens.

Mr. DELLUMS. Do you keep any files on American citizens? Have
you ever kept files on American citizens?

Before some committees there has been some testimony the military
has been involved in the surveillance of citizens and I would like to
know if you have ever kept any files on American citizens.

Dr. HALL. I think the answer to the question that you have in your
mind is no. In the last several years we have not done this, since the
time that I mentioned. Some collection actions are taken. I think
you are really talking about intelligence people-intelligence opera-
tions keeping files. You get into a little bit of a problem. I am not
quibbling a bit,, but you know I have friends in industry and if I
look in my files, I will find their names. I don't think you intended
to mean keeping that sort of a file on an individual.

Mr. DELLUMS. No; I am talking about where you violate the
privacy of American citizens b -

Dr. HALL. The answer is there is nothing doing on in that respect
4nd has not for several years.

Mr. DELLUMS. Have any files on any citizens in America that were
ever developed in any fashion other than employment fies developed
by the military been given to any civilian agency? If so, what agency?

Dr. HALL. I will take that question and get a specific answer for
you.

[The information follows:]
During the late 1960's and early 1970, the Army was tasked by the prior ad-

ministration to collect intelligence information relating to civil disturbances in
various cities around the country. During this process, information was regularly
furnished other Federal agencies such as the Department of Justice who also had
responsibilities in dealing with civil disturbances. Much of this information orig-
inated with other agencies as vell, such as the FBI, local sheriffs, and police
departments so that there was at that time a regular exchange of information
relating to civilian groups which were thought to have a potential for causing
riots in our cities.

Mr. DELLUMS. For example, when American citizens read that some
candidate for political office was under surveillance by the military,
that meant you were not keeping a file on that person.

We have testimony to that effect before other committees, I'm sure,
that persons campaigning for political office during the time of serious
opposition to the Vietnam war, that military units did in fact keep
American citizens under surveillance. Certainly candidates, political
campaigns?

Dr. I'IALL. Mr. Cooke has testified extensively before congressional
committees on the nature of that activity, what happened and what
has been done to insure that it is not going on now. I think that
record is the one which really applies here.

Mr. DELLUMS. In the last 5 years has any DOD military intelligence
organization covertly penetrated any civilian organization in this
country?

Dr. H ALL. No.
[Subsequently, Dr. Hall advised the committee as follows:]
Although I was not aware of any such operations, on checking with my col-

leagues in areas not under my jurisdiction, I was provided with the following
information: Since 1971, the Department of Defense has strictly regulated the
acquisition of any information relating to persons not affiliated with the Depart-
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ment of Defense. The Department has prohibited the penetration of any civilian
organization except under those circumstances where the organization presents a
direct threat to military functions, personnel or property. Since 1971, a high
civilian official in the Department of Defense who is the only person authorized
to approve such penetrations of civilian organization has approved eight oper-
ations to acquire information concerning an organization which presents a threat
to military functions, property or personnel. Although eight operations were ap-
proved, two of the operations approved never came to any fruition; that is, the
source never provided any information and the operation aborted. One operation
is now ongoing. We are prepared to furnish the House Select Committee the same

--- full information we have already provided the Senate Select Committee concern-
ing these operations. We will give your staff access to the still-sensitive files con-
cerning these matters. The facts concerning these operations have been provided
to various committees of the Congress in the past.

Senator Ervin's Subcommittee on Constitutional Rights was provided this
information last year. Recently the same information was provided to the House
Subcommittee on Government Infornition and Individual Rights chaired by
Congresswoman Abzug. And, as I have indicated, we have furnished the complete
details concerning these sensitive operations to the Senate Select Committee staff.

Mr. DELLUMS. Does military intelligence receive data on domestic
situations from the CIA and the FBI?

Dr. HALL. Somecaie more qualified should answer that.
Mr. DELLUMS. They are not in the room with you today.
Dr. HALL. They are not in the room today.
Mr. DELLUMS. Thank you.
Apparently in 1968, the District of Columbia Metropolitan Police

received a payment of $150,000 from the Army to gather intelligence.
Question: Who authorized that payment?
Question: From what account were the funds transferred?
Sr. HALL. What period of time was that?
Mr. DELLUMS. In 1968, a payment of $150,000 to the District of

Columbia Metropolitan Police for the purposes of gathering intel-
ligence, on American citizens who were either residents of the District
of Columbia, or were in and around the District of Columbia.

Dr. HALL. I will supply an answer for the record, Mr. Dellums.
[The information follows:]
The disbursement of the money in question was directed by the White House

and authorized by the Under Secretary of the Army to be paid from operation and
maintenance (0. & M.) funds, Army.

Chairman PIKE. The time of the gentleman has expired.
Mr. Field.
Mr. FIELD. Thank you, Mr. Chairman.
I am following up on my overcollection and duplication line of

questioning of this morning. In reviewing a study, which was done I
believe secretly, of the Defense Department's activities during the
1973 war that we mentioned, I understand that the study did not come
to the same conclusion that you indicated this morning; that every-
thing worked smoothly particularly with respect to the analysts in
the DOD.

Dr. HALL. Mr. Field, I did not say it worked smoothly. We will
this afternoon g 6 over the results of that study with you and tell you
about it.

Mr. FIELD. Moving to duplication: Isn't it true that each branch
of the Service-the Xrmy, Navy, the Air Force-had its own coin-
munications security program?

Dr. HALL. There is an overall security program which is admin-
istered and guided by the Director of NSA and it is complemented
by counterpart operations in the services.

58-920---75----15
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Mr. FIELD. Each branch of the service has in its budget an allocation
for its own communications security program and has, as I under-
stand, in fact its own program.

Dr. HALL. Each has its own program but it is implementing an
overall program which is established by the Director of NSA.

Mr. FIELD. In other words, these three programs are completely
centralized and coordinated?

Dr. HALL. Yes, they are.
Mr. FIELD. Isn't it a fact that each branch of the service has its

own counterintelligence program?
Dr. HALL. Yes.
Mr. FIELD. Is that centralized?
Dr. HALL. It is centrally guided, yes, sir. I do not have any re-

sponsibility for this area.
Mr. FIELD. You don't have any responsibility for this area, but

it is centralized. Who centralizes it?
Dr. HALL. It is centralized under Mr. Cooke who is the Deputy

Assistaift Secretary of Defense, Comptroller.
Mr. FIELD. Does each branch of the service have its own cryptology

program which as I understand is codebreaking, encoding, and that
type of thing?

Dr. HALL. There is one overall program in this area .which is con-
trolled by the Director of NSA and, as I stated earlier, each of the
services participate in it.

The cryptologic program is centrally managed, centrally controlled,
centrally operated, but implemented by organizations in each of the
services as well as NSA.

Mr. FIELD. Our understanding in talking with these people is that
there are separate cryptology programs; and that the NSA cryptology
program is not, let's say, in charge of the Army, Navy, Air Force
cryptology programs. Would your understanding be that the NSA
person is in fact in charge of the Army's cryptology program?

Dr. HALL. That is right.
Mr. FIELD. He is in charge of it?
Dr. HALL. He is in charge of it.
Mr. FiELD. That will be interesting to tell to the Army.
Dr. HALL. If you get a different answer, I am sure you will let me

know.
Mr. FIELD. CIA has its own cryptology program. NSA is also in

charge of that?
Dr. HALL. CIA does not have its own cryptology program.
Mr. FIELD. There is no cryptology being done at CIA?
Dr. HALL. No.
Mr. FIELD. Was the DIA designed to coordinate all these programs?
Dr. HALL. No.
Mr. FIELD. That was not in the original directive setting up the

DIA.
Dr. HALL. Nor is it there now.
Mr. FIELD. It was not designed to consolidate the various service

intelligence programs and coordinate them?
Dr. HALL. X ou are talking about the cryptology programs
Mr. FIELD. I am talking about. all the various programs we have

been reviewing-and many others.
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Wasn't the purpose of DIA to consolidate and coordinate the sep-
arate branches' intelligence programs?

Dr. HALL. It was set up to coordinate the preparation of the
finished intelligence which comes from the various collection sources
and various agencies and it does that. It was not set up to

Mr. FIELD. It was not set up to coordinate the various branches?
Dr. HALL. No.
Mr. FIELD. It would seem to me that the overcollection and dupli-

cation which at least I see are a very expensive part of our intelligence
community and probably make the intelligence budget very expensive.

It also seems to me that rather than cut the overcollection and
duplication that we shove certain things out of the intelligence budget..

We saw a presentation here yesterday by Mr. Colby in closed
session. It is the same presentation he makes to the appropriations
committees. I wonder how valid that budget presentation is, because
of this technique of just sort of leaving things out of the budget.

For instance, military tactical intelligence. That is not in the
intelligence-the foreign intelligence community budget. Is that
correct?

Dr. HALL. Well, some parts are and some parts are not.
Mr. FiELD. The military spying in Berlin that took place a few

years ago; was that in the intelligence budget?
Dr. HALL. The what?
Mr. FIELD. The military spying in Berlin on American citizens

in Berlin that took place 2 ot 3 years ago.
Dr. HALL. It was probably not, in the intelligence biidget.
Mr. FIELD. Ocean surveillance. Would that have been in the in-

telligence budget?
Dr. HALL. No.
Mr. FIELD. Satellite data systems?
Dr. HALL. No.
Mr. FIELD. Early warning systems? Warning systems?
Dr. HALL. Mr. Field, I am going to tell you all these things this

afternoon. Let me make this distinction
Mr. FIELD. My time is up. Rather than go to this afternoon----
Dr. HALL. Perhaps I can answer this way, Mr. Field: Where it

appears in the budget is a bureaucratic method of accounting, Whether
it is in program 3, program 2, program 6, program 8, or program 1,
we aggregate the whole thing in my office so that I can tell you where
all of it is and how they relate, one to the other.

Mr. FIELD. If I can make one point, Mlr. Chairman.
The only point I am trying to make is, that there is counter-

intelligence and training, whiich is one-third of the budget.. Mr. Colby
comes up to Congress and presents a figure saying, "This is what
intelligence costs you." It is in fact very deceiving. It may be only
half of what it is costing. You may know it, but it is not told to
Congress.

Dr. HALL. It is told to Congress. I tell them myself.
Chairman PIKE. You are going to get another opportunity,

Doctor.
Mr. MCCLORY. Mr. Chairman, before we adjourn I would like to

move that the committee do now resolve itself into executive session.
Chailrman PIKE. The clerk will call the roll.
The CLERK. Mr. Dellumns.
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Mr. DELLUMS. No.
The CLERK. Mr. Aspin.
Mr. ASPIN. Aye.
The CLERK. Mr. Milford.
Mr. MILFORD. Aye.
The CLERK. Mr. Hayes.
Mr. HAYES. Aye.
The CLiRK. Mr. Leftman.
Mr. LEHMAN. No.
The CLERK. Mr. McClory.
Mr. MCCLORY. Aye.
The CLERK. Mr. Kasten.
Mr. KASTEN. Aye.
The CLERK. Mr. Johnson.
Mr. JOHNSON. Aye.
The CLERK. Mr. PIKE.
Chairman PIKE. Aye.
The Select Committee on Intelligence will now go into executive

session. We will resume at 2 o'clock this afternoon.
[Whereupon, at 12:50 p.m., the committee was recessed to reconvene

at 2 p.m. the same day.]
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WEDNESDAY, AUGUST 6, 1975

HOUSE OF REPRESENTATIVES,
SELECT COMMITTEE ON INTELLIGENCE,

Washington, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 2118,

Rayburn House Office Building, Hon. Otis G. Pike [chairman],
presiding.

Present: Representatives Pike, Stanton, Deilums, Murphy, Aspin,
Milford, Hayes, Lehman, McClory, Johnson, and Kasten.

Also present: A. Searle Field, staff director; Aaron B. Donner,
general counsel; John L. Boos, counsel; Roscoe B. Starek III, counsel;
Roger Carroll, Charles Mattox, Edward Roeder, and Emily Sheketoff,
investigators.

Chairman PIKE. The committee will come to order.
We have back with us today Mr. Colby wearing his other hat as

the head of the Central Intelligence Agency.Very frankly, Mr. Colby, I sometimes have trouble keeping your
hats straight, and I would not be too surprised if you had certain
difficulties in that area from time to time, too.

I want to just say a couple of things before we go any further..
The first thing I want, to say is that the Department of Defense

is in full compliance with the subpena which the committee issued
yesterday. Documents have been delivered to me. I hereby deliver
them to our Chiefs of Staff and entrust them to our security.

I want to make it very clear to our committee and to otir staff that
I feel we do have a rather special and heavy burden at this time. I
have fought very hard to distinguish the legislative branch of Govern-
ment from the executive branch of Government in this regard. I
have declined to require our staff to sign all of the papers on secrecy
of one sort or another which the executive branch sought.

We have established our own rules on security and on secrecy.
We have established our own agreements on security secrecy, and
while there is no way on Earth that I can bind any member of this
committee to anything as far as secrecy or self-restraint is concerned,
I know that all of the members of this committee are aware of the
necessity for this and the implications of some of the documents
which are in our hands.

We are approximately at the halfway mark in this first phase of
our hearings. We have been concentrating on the budget, and I said
as I opened these hearings that looking at where the money comes
from and where the money goes is a fascinating thing to me. Some-
times the testimony is a little dull, but it is quite revealing.

(223)
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Mr. Kasten, I think it was yesterday, pointed out that the man in
the Department of Defense who was designated to be our liaison man
in this investigation was a former CIA man. I frankly don't know what
his role is at the moment, and I don't particularly care, but I think it
would have been somewhat fairer if I had known this at the time when
I was told that he was going to be our contact.

The budget route has taken us into several contracts which Mr.
Dellums brought up yesterday, involving various branches of the
Department of Defense and the CIA. We have learned that there
are just huge amounts of money which are not included in the so-
called intelligence budget, and this is one ,f the reasons when we
first started getting numbers pertaining to dollars that I didn't get
too excited about it-because they were not terribly revealing as to
the total amount of dollars which we spend in this regard.

The budget route cannot be followed indefinitely without other
questions being raised. Other questions were raised.

Mr. Colby, your name does keep coming up no matter in what
particular hat capacity. We try to follow these directives. It is quite
possible that today questions will be addressed to you which cover
Monday's hat instead of Wednesday's hat, and I hope you will
understand that not only do we have some difficulty with this our-
selves, but we can't go any other way.

You are here. You are our witness. We may want to ask you some
questions.

Mr. McClory?
Mr. MCCLORY. Will you yield for a minute, Mr. Chairman?
Chairman PIKE. Certainly.
Mr. MCCLORY. I want to express my satisfaction with the fact

that our subpenas have been promptly acceded to, and that we have
the documents that we requested from the National Security Agency.

I "lso want to say insofar as Mr. Colby is concerned, that he has
been very forthright and very cooperative with us, which is some-
thing that this committee needs in order to do the job we must do.

On the further subject of the difficulty of our task in trying to get
at the crux of how much the intelligence community is costing our
Nation and what is intelligence and what is not, I think there are
some very difficult problems presented, where intelligence stops and
where national security or national defense begins unrelated to
intelligence, but those are judgments we are going to have to make.
We have to have not only the direct expenditures, but we have
to have these peripheral subjects which we may decide should ap-
propriately be included as part of the overall cost of the intelligence
activities of our Nation, and it is only from that broad determination
that we are going to find out whether we are getting value, and how
we can help to make this a better intelligence system, a more efficient
one, a more coordinated one, and a better one insofar as the American
citizen and taxpayer is concerned.

Thank you.
Chairman PIKE. Mr. Colby, I assume you have a prepared

statement.
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STATEMENT OF W. E. COLBY, DIRECTOR, CENTRAL INTELLIGENCE
AGENCY, ACCOMPANIED BY MITCHELL ROGOVIN, SPECIAL COUN-
SEL TO THE DIRECTOR OF CENTRAL INTELLIGENCE

-Mr. COLBY. I do, Mr. Chairman.
Chairman PIKE. Thank you.
You may proceed.
Mr. COLBY. Mr. Chairman, at your request, I am here today to

discuss the Central Intelligence Agency itself, with particular emphasis
on its budget and financial procedures. The Agency, of course, rests on
the statutes passed by the Congress in the National Security Act of
1947 and the Central Intelligence Agency Act of 1949.'

The National Security Act of 1947 established the National Security
Council and, under it, the Central Intelligence Agency. The Agency's
mission was described, under the direction of the National Security
Council, in the following terms: to advise the Council; to make rec-
ommendations for the coordination of the intelligence activities of the
departments and agencies; correlation, evaluation, and dissemination
of intelligence; performance of services of common concern centrally;
and, in what was deliberately a broad grant of authority, the per-
formance of "such other functions and duties related to intelligence
affecting the national security as the National Security Council
may from time to time direct." The act specifically provided that the
Agency have no police, subpena, or law enforcement powers or internal
security functions. The departments and other agencies of the Govern-
ment,--however, would continue to collect, evaluate, correlate, and
disseminate departmental intelligence, which should be open to the
insp ection of the Director of the CIA.

CIA was conceived as a central agency drawing upon the other
members of the intelligence community, but having a unique ca-
pability to perform certain of the missions expected. Its predecessor,
the Office of Strategic Services during World War II, was the model
upon which it developed, and it included intelligence collection, intel-
ligence analysis, intelligence production, and covert activities in the
political an paramilitary fields. The techniques of secret operations
and on many occasions the specific individuals and organizations with
whom such operations must be conducted are the same as those which
provide secret intelligence. In the earliest years of CIA, there was an
attempt to conduct these in a separate organizational compartment
from the other work of CIA, but Gen. Walter B. Smith, the Director
at the time, found that this produced friction, duplication, and-
inefficiency, so he merged the functions of collection with these other"functions and duties."

Mr. Chairman, this chart outlines the organization of CIA. I believe
most of the titles are self-explanatory. You will note that the two
staffs that support the Director's community responsibilities are
separate from the rest of CIA. There is obvious a great deal of con-
tact and information flowing from CIA to these staffs, but they are

IThere have been certain other specific statutes covering CIA, such as the CIA Retire.
ment Act of 1964 and, of course, the amendment to the Foreign Assistance Act passed In
December 1974, with respect to CIA activities other than Intelligence gathering. In an
amendment to the Law Enforcement Assistance Act passed in 1973, specific provision was
made that the Central Intelligence Agency not participate In any LOAA assistance to local
law enforcement bodies in the United States.
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separate entities. In particular, we have made an effort to include
within these community-oriented staffs representatives of the other
agencies in the intelligence community.

[The chart referred to follows:]

The Central Intelligence Agency
DIRECTOR OF

INTELLIGENCE }CENTRAL INTELLIGENCE i NATIONAL

COMMUNITY STAFF DEPUTY DIRECTOR INELGEC.FFCR

I / I I
AUI INSPECTOR GEEALEILTVCO PR LR

DIRECTORATE OF DIRECTORATE OF DIRECTORATE OF DIRECTORATE OF
INTELLIGENCE OPERATIONS SCIENCE & TECHNOLOGY ADMINISTRATION

The major work of the CIA is carried out in the four main direc-
torates listed there. I will be dicussing their work with you in great
detail in executive session, including the numbers of personnel and
the specific programs. In line with my comments on Monday, I
believe it important that these matters be discussed in public session
in broad and general terms in order to give public awareness of our
activities. In order, their main functions are the analysis and produc-
tion of finished intelligence, the work of the first Directorate of
Intelligence; the conduct of our clandestine overseas operations and
the supporting structures necessary in the United States, in the
Directorate of Operations; a special Directorate of Science and
Technology which combines the analysis of foreign information in
these important fields with research and development of new technical
systems for acquiring or analyzing information; and the last, the
Directorate of Administration, with the normal administrative
services of communications, personnel, finance, logistics, etc. Many of
these "normal" aspects of administration, of course, need to be done
in somewhat special ways in support of the clandestine operations
and requirements of this Agency.

Mr. Chairman, this chart illustrates the various functions carried
out in CIA. Intelligence is by far our major function these days, and
You can see that it is broken down into the collection of the types of
information noted, the processing of this information both technically
and-ntellectually by our corps of analysts, and the final production
of finished intelligence; that is, the product which goes to the cus-
tomer. Whereas most of our final product does depend upon classified
sources and consequently is classified, we have made an effort to
publish in unclassified form such material as we could.

[The chart referred to follows:]
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CIA FUNCTIONS
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0 Overt
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• Clandestine
* Counter Intelligence

PROCESSING
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• Electronic
• Data Storage
* Analysis

PRODUCTION
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• Military
• Scientific
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MANAGEMENT
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POLITICAL
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I have with me today a collection here of various of our unclassified
publications for your inspection and possible interest. These formal
publications, and the much larger number of classified ones which
I will show you separately, are supplemented by the briefings we
provide within the executive branch and to a number of the com-
mittees of the Congress. In these briefings, we do not discuss the
details of our operations or the specifics of our sources, but we do
use the most sensitive intelligence in order to draw together all infor-
mation available to the U.S. Government on some foreign question.
This was the original concept of central intelligence, and it has worked
with great effectiveness in practice. It means, however, that when
you examine one of our publications, and especially our unclassified
publications, the information therein also depends upon the other
military and civilian agencies contributing to our total knowledge.
It would be misleading to indicate that the intelligence result available
to us depended only on the investment made in the CIA itself. The
management functions of CIA are those normal to any large organi-
zation, supplemented by CIA's and my role in the community as a
whole. CIA also carries out centrally certain services of common
concern to the community where it is more efficient to conduct these
under one roof than to establish duplicative organizations in each
member agency.

SUPPORTINTELLIGENCE
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The covert action mission has been mentioned before, of course.
Mr. Chairman, CIA was heavily engaged in this activity during the
days of massive confrontation of the 1950's and the period of counter-
insurgency in the 1960's. In recent years, however, the change in the
world situation has been such that CIA's activties in this field have
dropped to a very low percentage of our efforts. I do believe it im-
portant, however, Mr. Chairman, that the United States retain this
potential as, I could easily envisage further changes in the world
situation which could once again make it important that our Govern-
ment be able to help some group in a foreign land struggling against a
hostile or extremist group there, which could threaten the safety
and well-being of the United States; for example, through terrorism
or even nuclear proliferation. I believe it important that our Govern-
ment in such cases have, as I have stated before, some option between
a diplomatic protest and sending the Marines.

Mr. Chairman, the CIA has been the target of a veritable torrent
of sensational charges. This is not solely a recent phenomenon,
although it certainly has enormously increased in these past few
months. The Rockefeller Commission examined one of these areas,
that is, Nhether the CIA was engaged in a "massive illegal domestic
intelligence operation." I would respectfully refer you to page 10 of
that report for its overall conclusions. The Commission stated that:

A detailed analysis of the facts has convinced the Commission that the great
majority of the CIA's domestic activities comply vith its statutory authority.
Nevertheless, over the 28 years of its history, the CIA has engaged in some ac-
tivities that should be criticized and not permitted to happen again.

The Commission said that some of these activities were initiated
or ordered by Presidents, either directly or indirectly, some fell within
doubtful areas, and some were plainly unlawful. The Commission noted
that the Agency's own recent actions have gone far to terminate the
activities upon which its investigation was focused.

I think this conclusion fairly states the true situation with respect
to the Agency. It has indeed done some things over its history that it
should not have done and that under current guidelines it will n ot
repeat. Mr. Chairman, in a community the size of CIA, I believe it
highly likely that a number of wrong things would be done over 28
years. When one adds the enormous challenges given to CIA, the
climate of opinion of thdcountry during past periods, and the secrecy
within which CIA's activities must be conducted, I believe that the
instances of wrongful action were truly few and far between both in
the domestic field and in the other areas of charges. That they were
not more is due, I believe, to the fundamental integrity and loyalty to
American principles of the employees of CIA over these years. These
employees have worked with little or no applause and under a great
number of sensational attacks; they have worked in danger, on in-
tellectually difficult problems, and at the leading edge of technology.
CIA personnel have invented new ways of obtaining intelligence.
They have boldly and independently challenged interpretations of
foreign events and weapon systems by other departments. They have
conceived and executed many quiet, modest, and effective actions in
support of U.S. policy throughout the globe. They are proud of their
contribution to their country. They seek anonymity rather than public
appreciation, but they deserve the country's thanks rather than the
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abuse they are receiving today. I believe your investigation, 'Mr.
Chairman, will satisfy you that this is so and that CIA's positive
accomplishments have been obtained with great efficiency from
modest investments. I would be disingenuous to say that I welcome
this process, but I do say that under our Constitution, we will work
constructively with you to show both the good and the bad.

CIA BUDGET POLICIES AND PROCEDURES

The CIA has duties, responsibilities, and authorities that differ in a
number of ways from other U.S. Government agencies, Mr. Chairman,
and our financial procedures for dealing with the outside world are
unusual. But however unconventional and secret our activities may
be, we are very conventional in our internal budgetary practices and
our financial controls. I think you will find that many of the details
I am about to give you could as well describe any other Federal agency
or department-although I am inclined to believe that we may be
somewhat more conscientious about money matters than the average.

Our CIA budget system closely parallels that of all parts of the Fed-
eral Government. For any 1 fiscal year, planning, budgeting, approvals
approl)riations, and execution extend over a 3-year period. At any,
particular moment, we are, therefore, dealing with the current year,
the upcoming budget year, and the subsequent program year. Our
programs are developed internally, examined by OMB, submitted
to the President for his decisions, and then submitted to Congress,
where they are reviewed-and often cut-by the designated sub-
committees of the Appropriations Committees in both House and
Senate.
Program preparation

The budget cycle in CIA begins in January with the issuance by the
comptroller of the program call, calling for estimates of resources to
be required during the fiscal year beginning 18 months hence and
operating plans for the fiscal year beginning 6 months hence. When
the new fiscal year goes into effect, these leadtimes will extend to 21
and 9 months respectively. In January 1975, for example, a call was
issued for program plans for fiscal year 1977 and operating plaus-
based on the previously prepared program plan-for fiscal year 1976.

The program call goes from the Comptroller to the Deputy Directors.
They distribute it to subordinate echelons with such supplementary
guidance and instructions as they deem appropriate and establish
schedules for the submission of data to allow time for their review and
for compilation of an aggregate presentation to be submitted to the
Comptroller. During February, March, and April program managers
revise their previous estimates for the fiscal year about to been and
develop preliminary estimates for the fiscal year following, on the basis
of discussions with other interested Agency components and com-
munity elements. Entries into the computer data base are made during
this time by components throughout the Agency. The computers
produce printouts which array the data for the current year and the
next 2 years for review. I have with me two Agency documents that
will give you some insight into the processes involved. One is a train-
ing manual, which deals with a fictitious office, that explains budget
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preparation. The other describes the computerized financial resources
system.

Computer programs are submitted in May to the Deputy Directors,
who review the requests of their subordinate units and conduct
hearings with program managers to validate the estimates. This
permits each Deputy Director to develop an aggregate program which
he can support and defend. After this review process has been com-
pleted, the computer data base is revised to reflect the Deputy Direc-
tor's decisions. The aggregate program for the directorate is compiled
and submitted -to the Comptroller early in June for the program
review.
Program review

The smallest unit in our computerized accounting system is the
FAN-financial analysis number-account. There currently are about
2,100 FAN accounts, established to insure availability of planning
and control data for management. For indepth analysis by upper-
level management, however, we look not at FAN accounts but at
the next higher level of aggregation-resource packages, which cur-
rently number about 275.

The resource package is the central element of the internal CIA
resource allocation system. Each resource package is a unit of activity
to which resources are assigned for the achievement of a particular
purpose or set of integrally related purposes. A resource package may
be an organizational element, an operational activity, a project, a
function or a group of related functions. It is chosen so as to give us
the most meaningful way of examining the package, its activities, and
its resource requirements.

For the program review, components provide a brief summary
description of each resource package, followed by descriptions of
major activities within the package, identification of major products
and services, and major consumers. Each package submission also
includes an evaluation of the accomplishment of each activity in the
package through the previous year. Evaluations are required to relate
accomplishments to objectives and, to the extent practical, to the
resources assigned. Disappointments, failures, or shortfalls and
corrective actions taken or to be taken are described, as well as notable
successes achieved. Reasons for year-to-year differences are spelled
out, and any resource -implications for the future which will follow
from program decisions are identified.

The computerized accounting system arrays the financial data on
all resource packages and summarizes it in three different ways:

Organizationally. By office, division or staff and by the four
directorates which are our major subelements.

Functionally. By the nature of the activity-for example, clan-
destine collection, overt collection, information processing, production
of finished intelligence, and communications.

And by "object classes" similar to those used throughout the
Government to designate salaries, fringe benefits, travel, utilities,
and so forth.

The Comptroller reviews the personnel positions and dollars
requested for each resource package, considering the functions per-
formed and projected in relation to past performance and to relative
importance as a part of the broader directorate and Agency programs.
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The Agency program is then compiled as a package-by-package
summary that includes both the positions, and dollars requested by
the components and the positions and dollars recommended for each
package by the Comptroller. The Comptroller often recommends
position and dollar levels lower than requested by the directorates.
The composite program is in book form that this year runs to 201
legal-sized pages including both statistical data and textual treatment
of the problems and issues for the 2 years under discussion. In mid---kc July, it is presented to the Management Committee which is made up
of the deputy directors and the heads of independent offices reporting
directly to me.

The Management Committee reviews and discusses the issues with
me, often debating the recommendations of the Comptroller. The
deputy directors justify and defend their original requests or agree to
adjust them in light of overall requirements. Within a day or two after
this meeting, I meet with the Comptroller and his staff for a detailed
review of the resources requested and recommended. Final decisions
are reached during this review and become the directorate "marks"
for the fiscal years under consideration, in the current case fiscal
years 1976 and 1977.

The Comptroller immediately prepares a financial guidance letter
from me to each of the deputy directors. Those letters for this coming
year, Mr. Chairman, are on my desk in draft right now. These letters
establish the program levels for funds and positions within which the
directorates must operate during the operating year and make plans
for the budget year. Usually the appropriation for the operating year
and OMB guidance for the program year will not have been received
before these letters are issued and the instructions have to be qualified
accordingly. The obligation rate for the operating year is controlled
by the continuing resolution passed by the Congress until the appro-
priation has been received, whilq the levels established in the financial

guidance memorandums are used as the basis for preparation of the
OB budget.

In addition to establishing position and fund levels, the financial
guidance letters place restrictions upon the authority of the deputy
directors to reprogram between approved programs; identify certain
key programs representing major investments or activities in which
I have a particular interest; require supplemental reporting on
certain specifically described types of actions; and assign responsibility
and due dates for the review and study of organizational or substantive
issues. They also contain a paragraph requiring that I be notified in
advance of any planned endeavors that carry a significant risk of
embarrassment to the Government in general or the agency in
particular. The latter provision was first spelled out in this memo-
randum, drafted by me when I was Executive Director, which also
details a number of the other general conditions that govern program
execution. It replaced an earlier system of levels of approval deter-
mined by the amount involved, as in many cases a $5,000 expenditure
could be more dangerous than a routine $5 million one.

During August the components revise the computer data base and
the supporting narrative as necessary to incorporate the newly made
decisions into the development of budget estimates for the next
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year. These are submitted early in September to the Comptroller,
who compiles the agency budget request for submission to OMB
by October 1. The OMB examiner reviews the agency budget, select-
ing issues for further examination. During late October and November
he conducts detailed hearings on each selected issue with the operating
officials of the responsible components. He can and does ask for and
receive detailed information on any aspects of our activity which
interest him. He then makes his recommendations to his own chain
of command, and the review and decision process proceeds through
OMB to the President and thence to Congress in the course of the
year.

THE'OPERATING YEAR

While bud ets and program plans for the future are being prepared
-and reviewed, we are of course also executing a budget already pre-
sented to Congress. Each month, the computer system produces
reports which show the status of obligations to date and provide
projections to yearend based on that experience. These reports are
reviewed by the Comptroller: after the first quarter of the fiscal year
has passed and some trends have been established, the Comptroller
and his staff meet monthly with the deputy directors and the Director
of Finance. At these meetings, the overall status of obligations is
compared with preplanned rates, reasons for unexpected deviations
are examined, and potential shortages and surpluses in individual
components are identified and discussed.

Throughout the year, new requirements develop-because of a
change in world conditions, a new technological development, or
a change elsewhere in the U.S. Government such as the passage of
new legislation affecting the rules under which Federal departments
and agencies conduct their programs. Legislative requirements are
clearly obligatory; last year, for example, the resource system had
to adjust to a limit on travel expenditures that was imposed and
subsequently lifted and to the new demands of the Freedom of
Information Act. Some world events also present us with unanticipated
financial requirements that are nondiscretionarv-for example, the
turn of events in Southeast Asia last spring. Other new requirements
are examined in terms of their consistency with the Agency's charter,
their desirability, their priority in competition with other demands,
and their urgency. Those which emerge from the examination as the
most worthy of immediate consideration on all counts are then
looked at in the light of funds that can be made available within the
limits of existing policy guidance from the White House and our
congressional oversight committees.

As I am sure you can appreciate, the CIA has somewhat more
need for financial flexibility than the average Government agency.
We are confronted from time to time with requirements or op por-
tunities of great urgency; if we are offered a document of tremendous
intelligence value, we cannot tell the seller to return next year when
we have had an opportunity to budget for it. And we cannot ask the
Congress to vote a supplemental appropriation without attracting
exactly the sort of unwelcome attention from abroad that we are
anxious to avoid. We can sometimes cover relatively small require-
ments by curtailing expenditures on other, lower priority activities.
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But our budgets are tightly drawn and leave us relatively little room
for maneuver. Thus arrangements have been in existence for many
years with OMB and the Appropriations Committees of the Congress
to permit us to obtain additional funds for purposes approved at the
appropriate policy levels when we believe additional money is neces-
sary and OMB concurs. These are, of course, funds appropriated in
accordance with law, and our oversight committees are kept in-
formed on a current basis of all transactions from them.

After each monthly Comptroller's meeting, the Comptroller ad-
vises me of the current status of our financial accounts, his recom-
mendations for funding urgent new needs, and the concurring or
differing opinions of the four deputies. I make the final decision on
any large sum of money, and that decision is conveyed to the Comp-
troller and the deputies and reflected in the financial accounting
system.

Our need for financial flexibility is, of course, a reflection of our
need for program flexibility. We cannot simply adhere to a rigid plan
when the world around us is changing, but neither can we permit
ourselves to simply react to events without frequently taking an
overall look at ourselves. Each directorate therefore conducts pro-
gram reviews during the year, in which each deputy sits down with
his subordinates and discusses progress to that time and plans for the
remainder of the year. The timing of these reviews varies-the
Operations Directorate and the Intelligence Directorate have semi-
annual reviews, the Science and Technology Directorate follows a
quarterly schedule, and the Administration Directorate has its con-
clave every 2 months. I am kept informed of all significant develop-
ments and proposed changes in apl)roved plans.

CONTRACTING AND PROCUREMENT

A substantial share of the Agency's budget goes for procurement
The normal procurement authorities pertaining to the Agency are
the Federal Property and Administrative Services Act of 1949. In
addition, the CIA Act of 1949 authorizes the expenditure of funds
without regard to law and regulation for objects of a confidential,
extraordinary or emergency nature, subject only to personal certifi-
cation by me. As indicated in the headquarters regulation I have
here, which we have declassified for this occasion, the accounting
procedure within the Agency for our confidential funds are every bit
as rigid as those for what we call vouclered funds.

Chairman PIKE. Mr. Colby, I just want to interrupt you to ask
you if you would like that document which you have declassified to
be placed in the record at this point.

Mr. COLBY. I would like these in, if I may.
Chairman PIKE. Without objection, the documents will be furnished

for the record.
[The documents follow :1

MAY 16, 1969.

FINANCIAL ADMINISTRATION

I. GENERAL

a. Applicability. This regulation applies to the financial administration of both
vouchered and confidential funds, except where a subparagraph specifically limits
applicability to one type of funds.
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b. Authority. The Central Intelligence Agency Act of 1949, as amended, pro-
vides in part as follows:

(1) "Section 8(a). Notwithstanding any other provisions of law, sums made
available to the Agency by appropriation or otherwise may be expended for
purposes necessary to carry out its functions ..

(2) "Section 8(b). The sums made available to the Agency may be expended
without regard to the provisions of law and regulations relating to the
expenditure of Government funds; and for objects of a confidential, ex-
traordinary, or emergency nature, such ex en itures to be accounted for
solely on the certificate of the Director and every such certificate shall be
deemed a sufficient voucher for the amount therein certified."

q. Policy. It is Agency policy to limit the exercise of the special authorities
provided in the CIA Act to those activities which in the national interest require
security protection. In line with this general policy the following principles are
set forth for guidance of Agency personnel involved in the obligation, approval,
and expenditure of Agency funds:

(1) Vouchered funds (those which can be accounted for and audited in con-
formance with the laws that apply to other Government agencies and with
standard Government regulations and procedures) will be used if operations
and operational security do not require the use of confidential funds.(2) Confidential funds (those which are accounted for outside the Agency
solely by certification of the Director) will be used to support Agency activ-
ities of a confidential, extraordinary, or emergency nature. Normal provisions
of statutes for the obligation and expenditure of Government funds shall
be followed by the Agency in its expenditure of confidential funds except
when determined inappropriate in view of the security or the extraordinary
or emergency nature of our activities. Expenditures shall be accounted for
in a manner compatible with the maintenance of reasonable security for
Agency operations and the protection of the sources of intelligence.

(3) Confidential funds will not be used for the solution of administrative
problems unless operational or security factors peculiar to the Agency re-
quire the expenditures and preclude the use of vouchered funds.

(4) Confidential funds shall not be used to give employees of the Agency a
preferential position of prestige or financial benefit in comparison to other
Government employees, and special operational expenditures shall not be
allowed which wold result in a direct or indirect personal gain or benefit
to an Agency employee unless they are for an undertaking which is essential
to the conduct of an approved activity and are of such a nature that the
expense would not have been incurred by the employee except in support of
the official activity involved.

d. Responsibilities
(1) The Director. The Director of Central Intelligence is responsible for the

proper expenditure of Agency funds. To fulfill this responsibility the Director:
(a) Establishing regulations prescribing sound standards of use and ac-

countability for the obligation and expenditure of funds.
(b) Establishes an internal system of checks and balances, audit of ob-

ligations and expenditures, and inspection of activity.
(c) Delegates authority for particular actions to levels considered to pro-

vide the degree of discretionary judgment commensurate with the magnitude
or significance of the acts involved.

(2) Agency Employees. Each employee of the Agency is held individually
responsible for:

(a) The prudent use of public funds made available for activities under
his control.

(b) Reporting any instances in which he has reason -to believe that:
(1) Agency funds are being obligluted or expended contrary to the

policies set forth in Agency regulations, or
(2) Existing regulations or fiscal procedures relating to expenditure

of funds unreasonably endanger the security or impair the effectiveness
of operations.
Such reports may be submitted through supervisory channels to the
responsible Deputy Director or Head of Independent Office or directly
to the Inspector General.

(3) Deputy Directors and Heads of Independent Offices. A Deputy Director
or fiend of Independent Office receiving such a report will promptly send a copy
to the Inspector General and then either investigate the report and inform the
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Inspector General of the results of the investigation or request the Inspector
General to investigate the report. If investigation reveals any misuse of Govern-
ment funds a copy of the investigation report will be sent to the General Counsel.

e. Penalties for misuse of official funds:
(1) Any individual who receives, pays, transfers, or otherwise disposes of

official funds, or who approves any action involving their receipt, payment,
or transfer contrary'to Agency regulations may be required to restore the amount
involved and may be subject to punishment by law.

(2) Any individual who knowingly submits an accounting or voucher which
contains a false statement of material fact shall be deemed to have submitted a
fraudulent claim and the entire amount of the accounting or voucher shall be
forfeited.

(3) The penalty prescribed by law for presenting a false claim is a fine of not
more than $10,000 or imprisonment for not more than five years, or both. (62
Stat. 698; 18 U.S.C. 287)

Memorandum for: Deputy Director for Intelligence; Deputy Director for Plans;
Deputy Director for Science and Technology; Deputy Director for Support.

Subject: Program Execution Procedure (PEP).
The time has come for the adoption of procedures which are more flexible and

less restrictive than those used in the past. The success of this new system, how-
ever, depends on your sensitivity to the inevitable responsibilities I have with
respect to the President, the Cabinet, and the Congress. Since these relationships
are not readily specified in every case or in every eventuality, I would appreciate
your consulting with me when your judgment or sixth sense indicates. I leave it to
you.

RICHARD HELMs, Director.
Attachment: Program Execution Procedure of September 25, 1972.

SEPTEMBER 25, 1972.

PROGRAM EXECUTION PROCEDURE

1. On or about the beginning of each fiscal year, the Director will approve an
operating plan for each organization component (office or equivalent). The plan
will consist of one or more key factors (dollar thresholds) through which the
operation of the component will be monitored. An appropriate framework for an
operating plan for each office will be developed by the Office of Planning, Program-
ming, and Budgeting in coordination with the Directorate planning officers, and
will reflect the decisions made in the annual program review.

2. Approval of a component operating plan supported by the allotment of
funds will constitute authority to obligate funds in conformance with the approved
plan, and no further Agency-level approval will be required except for notification
to the DCI of imminent action on selected activities. This notice will consist of a
paper which briefly describes the action to be taken, the date of proposed action,
and indicates when and by whom the action was approved. In general, this notice
will be required before obligation of funds for projects which are politically sensi-
tive, major contractual agreements, purchase of real estate or construction and
major procurement actions. Notification will be made as soon as all arrangements
for action have been made, and not later than five working days before the action
is to take place, except that in case of emergencies, notice shall be provided as
early as possible before the action, or as soon as possible after the action where
circumstances preclude prior notice.

3. Because of inadequate information, it may not be possible at the beginning
of the fiscal year to reach a decision on every key factor of an operating plan.
In such cases, plans will be approved with appropriate limitations. Issues remain-
ing will be resubmitted by the Directorates at a later time for DCI decision.

4. Whenever, after approval of an operating plan, circumstances require a
change in any of the key factors of that plan, a Deputy Director may reprogram
within his total funds by requesting that O/PPB make the appropriate allotment
or suballotment changes. Whenever a major change is required, or whenever the
change cannot be accommodated within the Directorate total, the Deputy
Director will seek the Director's -approval by submitting an appropriate memo-
randum to the Director through the Executive Director-Comptroller. There is no
fixed format for this submission. It should be a paper which clearly and succinctly
describes the issue, feasible alternatives, resource requirements and action recom-
mended to the Director.

58-920--75----16
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5. The Executive Director-Comptroller will monitor all operating_ plans by
post audit, by watching the application of resources as reported monthly in the
accounting systems of the Agency and by making inquiries directly and through
O/PPB and the Inspector General. He will keep the Director currently advised of
program implementation and changes.

6. Resources which are not being used will, in consultation with the appropriate
Deputy Director, be earmarked for use by the Director for unfunded and quick
reaction requirements. Should these amounts be inadequate for unanticipated
priority requirements, the Executive Director-Comptroller will look to each
Deputy to identify the lowest priority items which can be deferred or cancelled

%"&, tomake available resources required for unprogrammed requirements of the
Agenc~r7. For this decentralized and simplified system to succeed, it is essential that
every component make accurate and timely adjustments to the data base in the
.accounting systems of the Agency.

SPECIAL INSTRUCTIONS FOR PROGRAM EXECUTION

1. Once operating plans are established, each Deputy Director is authorized to
reprogram his total funds as he-sees fit, subject to two limitations. First, he must
request O/PPB to make a formal reallotment for shifts of funds among components.
These actions will be taken as a matter of course. Second, whenever the repro-
gramming sought is significant enough to require DCI approval, the Deputy
Director will be expected to seek such approval before he takes reprogramming
action. The Executive Director will monitor all reallotment requests and will
advise the Director on any matter he believes warrants such advice.

2. Key factors are to be established for and tailored to the specific nature of
each component's operations. These are the specific points of the component's
plan through. which the operation of the component will be monitored- After an
initial period of experience, it may be desirable to assign key factors on a
Directorate-wide basis rather than a component basis. For the present, however,
the dollar budgeted level of organizational component will be the key factor.
Additional key factors may be added or eliminated from year to year or even
within a year depending on the significance of programs.

3. Each Deputy Director is required to forward to the DCI through the
Executive Director notification of imminent action in the following circumstances:

a. Politically sensitive projects. As used here, a politically sensitive project is
any Agency endeavor which carries a significant risk of causing embarrassment to
the United States Government in general or to the Agency in particular. In
general, Directorates should discuss any such activities in the review of their
annual programs. Whenever any endeavor appears to be politically sensitive,
DCI approval should be sought even before the contemplated action is put under
preparation. The forwarding of notice that the undertaking about to happen
will provide a final safety device to assure full top-level coordination of these
high-risk endeavors. 40 Committee approval of politically sensitive activities will
fulfill the above-stated requirement to notify the DCI.

b. Major contractual agreements. Directorates should identify and seek DCI
approval of major contractual agreements as part of their annual program re-
views. Once approved, notification of imminent action will be required to assure
final coordination. It is intended that Agency program reviews will,'to the extent
possible, include a review of work to be undertaken on behalf of and funded by
other agencies. Appropriate systems for monitoring the execution of these pro-
grams will be established.

c. Purchase of real estate or construction. No funds will be obligated for the pur-
chase of real estate or for the construction of buildings or for the major repair or
rehabilitation of buildings without DCI approval. DCI approval for such actions
will normally be obtained as part of the program review process. Notification of
action will assure final coordination.

d. Procurement or lease of ADP equipment. Approval will be required for: the
purchase or lease of any computer system with a purchase value of $50,000 or
more; the upgrading of current systems where the cost of upgrading is $50,000
in annual leases or $150,000 in purchases; and for any annual ADP service contract
costing $50,000 or more. Approval for such procurement actions will normally be
obtained as part of the program review process. Otherwise, approval on a case-by-
case basis will be required. Notification of imminent action will be required for the
purchase or lease of any central processing unit; for upgrading of an existing sys-
tem costing over $50,000 for annual leasing or $150,000 for purchase; and for any
ADP service contract costing $50,000 or more per year.
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Mr. COLnY. Thank you.
The distinction lies entirely in the fact that I am authorized by

law not to provide the detailed certifying documents to authorities
outside CIA for our confidential expenditures. And you will note, if
you read the regulation, that it imposes on every Agency employee
a responsibility for bringing any instance which appears to involve
possible misuse of funds to the attention of either his own chain of
command or the Inspector General.

A number of management controls have been established within
the Agency to insure that our contracting is carried out according to
the intent of Congress. Briefly these are:

-Publication of procurement regulations and handbooks to be
followed by our contracting and technical personnel in effecting
pi~rocurements.

-The establishment of technical requirements and review boards
both at the office and directorate levels to review proposed pro-
curements.

-Establishment of an agency contract review board to examine
the total procurement process prior to the contract award of
all major procurements.

-Examination and audit of industrial contractors' proposals and
cost records to insure reasonable prices and protection of Agency
funds.

-Management audit and review of the entire Agency procurement
process by the Inspector General's audit staff.

Responsibility for production and services procurements, Federal
supply schedule items and purchase orders is centralized in the Pro-
curement Division in the Office of Logistics. For research and develop-
ment procurements, the Director of Logistics has established a de-
centralized procurement system consisting of contracting teams serv-
ing each directorate. A procurement management staff functions as
the overall point of. coordination for the creation and maintenance
of uniform policies and procedures; the chief of this staff serves as
the Agency representative on various governmental committees
concerned with procurement such as the Commission on Government
Procurement and the Executive Subcommittee of the Committee
on Government Patent Policy.

The Agency is authorized to undertake procurements by formal
advertising or by negotiation. Negotiation has normally been themost practicable method, given the nature of our business. We there-
fore place great emphasis on source selection procedures, emphasizing
competition as much as practicable. Our list of qualified sources
currently includes more than 2,200 contractors beyond those dealing
in GSA Federal supply schedule items. In the last couple of years,
over half our funded procurement actions and about 30 percent of
the total dollars obligated were on a competitive basis. Our contracts
conform to all the legal requirements of the Armed Services procure-
ment regulations. Contractor audits, carried out by the Commercial
Systems Audit Division of the Agency, apply the standards of the
Defense Contract Audit Agency, with which we maintain direct
liaison. If you want additional detail on our contracting procedures,
you will find it, in this )al)er, which was prepared a year ago in response
to a question from a Member of Congress.
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This might be worthwhile putting in the record also, Mr. Chairman.
Chairman PIKE. Without objection, it will be included in the

record at this point.
[The information referred to appears on pages 552 to 556 of the

appendix.]
Mr. COLBY. I also have the specific guidelines for procurement of

automatic data processing equipment, supplies, and services used by
the Office of ogistics here if you would like to take a look at them.
And, as further examples of our conformity to regular Government
practice wherever possible, I also brought along copies of a couple of
Agency statements from the Federal Register on our procedures for
implementation of the National Environmental Policy Act and some
of our headquarters regulations dealing with personnel matters. We
are equally careful to conform to all Government rules and regula-
tions when we carry out procurement actions on behalf of other
Government agencies under the provisions of the Economy Act.

PROPRIETARIES

There is yet another area of our financial activities that has attracted
some recent public attention and has been the subject of considerable
misinterpretation. I refer to apparently commercial entities that are
in reality controlled by the Agency-entities we call proprietaries.
Such companies provide cover and support for clandestine activities
and enable us to carry out administrative tasks discreetly.

Operating proprietaries are formed, operated, and eventually liqui-
dated according to specific regulations and under close control by
high Agency offcials. All projects must be approved by the appro-
priate Deputy Director, and projects of special import also come to
me for a further OK. For each project an administrative plan is re-
quired, which must have the concurrence of several of our highest
Agency officials, including the General Counsel and the Director of
Finance. These projects are subject to annual review and evaluation
as part of our regular budgetary process. All expenditures and reim-
bursements must be approved by the senior operating and finance
officers, and regular audits are performed by our audit groups.

A very few of our former proprietaries, such as Radio Free Europe
and Air America, have been fairly large entities. However, the vast
majority have been and are small usually having fewer than 10 em-
ployees. They are, of course, different rom conventional business
activity, in that their very purpose is concealment of Agency people
or activities. They engage in activities of limited economic significance,
purposely providing little or no competition with private enterprise.
They must nevertheless appear to conform to normal business prac-
tice and to have the normal business accounts, contracts, et cetera.
When they own property or assets, approp nate secret trust agreements
provide that the ultimate legal ownership remains with CIA. Pro-
prietaries comply with all applicable Federal and State financial laws
and regulations, including payment of proper taxes and fees and
conformance with licensing and other legal commercial requirements.

Proprietaries use revenues to offset operating costs, but most have
been unprofitable, requiring continued support through our regular
budgetary process. Only two proprietaries ever made signfi cant
profits. One was Air America, now being disposed of, which provided
cover and otherwise supported our efforts in Southeast Asia. Its net
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assets are being turned in to the Treasury. The other, remaining, is a
financial enterprise which enables the Agency to administer certain
sensitive trusts, annuities, escrows, and insurance arrangements with-
out attribution to the Agency. The existence of this activity was
revealed in the Rockefeller Commission Report, Mr. Chairman. It
enables us to insure with a controlled company some of our activities
we could not expose to regular insurance companies. It enables us to
pay annuities to individuals whose links with the U.S. Government

. must remain secret. In both of these cases, in the past, profits were
retained for use by the proprietary companies. By 1973, accumulated
profits amounted to a considerable sum, so what was excess to likely
requirements was reported to the Appropriations and Armed Services
Committees and used to reduce the amount appropriated. Our General
Counsel has ruled since then that this did not constitute the full
appropriations process, however, so this procedure has been abandoned
and subsequent profits have been and will be delivered to the Treasury.

I foresee a continuing need to use the proprietary mechanism to
further accomplishment of Agency operations. In the past 9 years,
however, we have reduced the number of proprietaries by about 50
percent, and they will be limited to those situations where they are
the only, or clearly the best, approach.

FINANCIAL PROCEDURES AND CONTROLS

To complete the picture of our internal mechanisms for handling
financial transactions, I must touch briefly on the activities of the
Office of Finance, the Audit Staff, and the General Counsel. It is the
Director of Finance rather than the Comptroller who is responsible
for most aspects of financial administration. We do not handle money
loosely. We may procure the particular kind of cunency we need in
somewhat unorthodox ways and we may deliver it in the "little black
bag" so popular among fiction writers, but expenditures for even the
most sensitive operations are backed up by an array of receipts,
vouchers, certificates, et cetera. A key element of the Agency system
for financial administration is the requirement that proper authority
must exist for every transaction. Each transaction is subject to review
and approval by an "approving officer"; in addition, all claims and
vouchers for payment andall accounting for advances must be certified
as correct, in accordance with Agency regulations and in conformance
with applicable Federal and State laws, by an authorized finance
certifying officer independently appointed by the Director of Finance.
Finance is responsible for the accounting system which reflects the
status, use, and accountability for all funds, property, and other
assets entrusted to the Agency. This system is consistent with the
principles and standards prescribed by the Comptroller General.
Finance also handles all patrolling and disbursing functions, purchases
foreign currencies, and audits contracts with commercial firms.

Financial and selected program reviews of Agency components and
activities are conducted by the Audit Staff, which is organizationally
part of the Office of the Inspector General but reports directly to
me rather than to the IG. Made up largely of people hired from outside
the Agency, one-third of whom are Certified Public Accountants, the
Audit Staff conducts annual reviews of all major activities at CIA
headquarters and in the field. Smaller activities are audited on 2- or
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3-year cycle. The audits are conducted in conformance with policy
guidelines set forth in Federal Management Circular 72-3, General
Accounting Office Standards for Audit of Governmental Organiza-
tions Programs, Activities, and Functions, and standards issued by
the American Institute of Certified Public Accountants. The audits
determine whether financial operations are properly conducted and
in compliance with applicable laws and regulations whether opera-
tions are being conducted efficiently and economically, and whether
desired objectives are being achieved.

The Office of the Generail Counsel also plays an important role in
the financial processes of the Agency. Proposed expenditures are
submitted to that office by finance certifying officers and others for
legal rulings, which are written at the rate of hundreds each year.
In this respect the General Counsel serves the same role for agency
certifying officers as does the Comptroller General for certifying
officers in other agencies.

As I hope all of the foregoing makes clear, we are careful with the
taxpayer's money. Our budgeting- system works well. Our internal
control systems are strong and getting stronger. In accordance with
recommendations of the Rockefeller Commission, I am currently
in the process of expanding the staffs of both the Inspector General
and the General Counsel. And I can assure you that the fact that
we do have certain exemptions from normal Government procedural
requirements makes me acutely aware of my unusual responsibilities
and especially careful to keep the Agency's financial house in oier.

Mr. Chairman, there are just two or three additional remarks I
would like to make which extend from Monday's discussion. I would
like to correct one misstatement I made there with respect to the
Piutaporn case, the Thai, who was arrested out in Chicago. I mis-
remembered a briefing paper and said that the Agency brought
the case to the attention of the CustomsService. That is not so. The
Customs Service discovered the existence of that smuggling. They
came to us out in Thailand, and we then went to the Customs Service
thereafter with the details of our relationship with them.

Secondly, Mr. Chairman, I would like to assure Mr. Lehman that
we did not have as a cover operation any of the used car operations in
Miami. Some of the Cubans we may have dealt with may have gone
into that business, but this was not a CIA proprietary.

Thirdly, I was asked
Chairman PIxE. Mr. Cclby, it seems to me appropriate at this

time to say that Mr. Lehman has got so much free publicity for his
automobile agency down there in that area, I think we can stop
talking about it. Both Mr. Lehman and the government witnesses. 1
honestly think you have milked this about as hard as you can milk it,
Congressman Lehman.

M'r. COLBY. The third item, .Mr. Chairman, is I was asked whether
we had ever refused to deliver to the President an Inspector General
report on the Bay of Pigs operation. We did deliver that to a President.

Chairman PIKE. That is not quite responsive.
Did you deliver it to the President when he first asked for it?
Mr. COLBY. We delivered it to President Nixon when he first a.-ked

for it, yes. I am not sure whether any other President ever asked for
it. I just can't respond to that offhand.
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Lastly Mr. Chairman, I brought along a stamp and a stamp paa
for you. TVhe stamp pad is to be used to stamp that letter that I sent
you. The stamp says that "This documents may be downgraded to

when the enclosure is detached." We did not attach
i-i-t stamp to the letter I sent you, and I would respectfully deliver

this stamp to you with the suggestion that you might want to stamp
the letter and put in the word "downgraded to unclassified," and I
would be glad to go along with that.

Chairman PIKE. I thank you very much, Mr. Secretary. I can only
say that I have reposing in my desk in my office at the present time a
different.stamp with a different stamp pad. It is the same color ink,
and I think what I will do is return your letter to you with my stamp
imposed on it rather than your stamp imposed on it.

Mr. COLBY. I believe I have informally heard of that stamp, Mr.
Chairman.

Chairman PIKE. Mr. Colby, I want to say first of all that I think
that as far as your briefing on your budgetary procedures is concerned,
you have been remarkably candid. You have gone absolutely as far
as I would expect or want you to go in an open session. We are getting
the information we need about the budget. We may come to con-
clusions as to what should be done with that information. I am going
to ask you just one question, and then I am going to yield to another
member.

On page 14, you state that your financial guidance letters contain
a paragraph requiring that you "be notified in advance of any planned
endeavors that carry a significant risk of embarrassment to the Govern-
ment in general or the agency in particular."

Is there any procedure within your agency which requires that
Congress be notified in advance of any activities or planned endeavors
that my carry a significant risk of embarrassment to the Government?

Mr. COLBY. No; there is no formal procedure. From time to time,
we do raise with the Congress certain-

Chairman PIKE. In advance?
Mr. COLBY [continuing]. From time to time, certain issues, yes,

but that is a judgmental decision made by the Director.
Chairman PIKE. I yield the balance of my time to Mr. Aspin.
Mr. ASPIN. Thank you, Mr. Chairman.
Mr. Colby, I would like to ask a question about the activities of the

National Security Agency. Does the National Security Agency
monitor telephone calls between American citizens and foreigners
abroad?

Mr. COLBY. The Agency does monitor foreign communications.
Mr. AsPIN. How do you define foreign communications?
Mr. COLBY. I think it is communications that go abroad or are

abroad. The object is-
Mr. ASPIN. Does it involve a U.S. citizen at one end?
Mr. COLBY. On some occasions, that cannot be separated from the

traffic that is being monitored, I believe. It is technologically im-
possible to separate them.

Mr. AsPIN. Mr. Colby, under the procedures of the law as it now
provides as to wiretapping, why is that not illegal?

Mr. COLBY. Because it is covered in the directives given to the
Agency to collect foreign communications abroad.
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I Mr. AsPiN. But the Supreme Court has decided in 1967 that
wiretaps are prohibited by the fourth amendment, which means that
you have to particularize the information that you get. You have to
limit it. You have to limit it to time, the people involved.

The Supreme Court has also said that, except for foreign agents,
you need to have a warrant to conduct a wiretap.

The Safe Streets Act in 1968 says you need a warrant for all wire-
taps, and that clearly covers all calls made into the United States
and going out. Where are the warrants that the National Security
Agency has when it conducts these kinds of wiretaps?

Mr. COLBY. I really think we would do better to discuss this in
detail in executive session. This is not a matter of my direct responsi-
bility as the head of CIA. It is a matter which can be better discussed,
I think, in the company of the people in the Defense Department with
the authority for the NSA.

Mr. ASPIN. Is there anything else that you could say in open session
before we do, because I reallydo want to pursue this in closed session.

Mr. COLBY. Surely.
Mr. AsPIN. This seems to be a very clear violation of the Constitu-

tion, the first and fourth amendments of the Constitution, and it
seems to me that it is clearly illegal with a number of statutes. It was
illegal to intercept mail, to open mail between people in the United
States going abroad. That was done but was discovered to be illegal
and was terminated; at least it has been said it has been terminated.

It seems to me very clear that there is still illegality going on here,
an(] I think this is the case.

Mr. COLBY. I think that provision of the Safe Streets Act of 1968
does have an item at the end which declares an exemption, declares
that it shall not militate against the President's right to collect foreign
intelligence.

Chairman PIKE. The time of the gentleman, I regret to say, hasexpired.Ir. McClory.

Mr. MCCLORY. Thank you, Mr. Chairman. I would like to ask
some questions, Mr. Colby. You can tell me whether or not you think
they are appropriate for public dissemination, but could you tell us
how many employees are there of the CIA?

Mr. COLBY. That falls, Mr. McClory, specifically within the pro-
visions of the CIA Act of 1949 that says that I am authorized not to
reveal that. I have taken the position that both the budget and thie
numbers of personnel should not be revealed publicly.

Mr. MCCLORY. I see.
Mr. COLBY. I would be, of course, glad to go into that in detail in

closed session.
Mr. MCCLORY. Would it be appropriate to discuss the percentage

of personnel that are here?
I know we have a big facility at Langley, and I know there must be

many employees there. Then we have employees around the world.
Mr. COLBY. I believe I testified, Mr. McClory, last spring that

something like 10 percent of our people work in the United States
outside the headquarters complex. In other words, U.S. domestic
activities outside the headquarters complex, the various jobs we do of
collecting intelligence here, working with some of the contracting firms,
and things of that nature.
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Mr. MO LORY. You have described pretty much how we keep track
of funds and your auditing of funds insofar as the CIA operation is
concerned. How do you handle this out in the field, though?

Don't some of those agents or some of the personnel have sort of
independent use of funds? Could you tell us anything about that?

Mr. COLBY. No, Mr. McClory. If I were a chief of station some-
place, I would get a certain allocation of funds to be devoted to the
work on certain specific projects or resources package, these Fan ac-
counts, these various accounts. I would be told what my authoria-
tion was. I would be required to have an officer request the funds,
then a second signature for the approval of the disbursement of the
funds, and that voucher would have to be reviewed by a finance
certifying officer.

In some places, we have the finance officer in the station. In some
places, he is in a regional area and visits from time to time.

'Mr. MCCLORY. Then you get a full accounting here.
Mr. COLBY. And as much as possible, we either get a receipt from

the individual to whom it was given, or we require that our officer
write a certificate and sign a certificate that he did not get a receipt
for a very good operational reason, and that can be the recipient's
concern about having his name written down.

We have also made arrangements with certain of our agents to
sign receipts in another name, just so that we can have a clear indica-

-tion as to what sums were actually provided.
Mr. MCCLORY. How about this? You must use an awful lot of

cash, don't you, especially in a covert operation?
Mr. COLBY. Yes.
Mr. MCCLORY. You use a lot of real currency?
Mr. COLBY. Oh, yes, all sorts of currencies, all kinds and denomina-

tions, and we have to go to quite a lot of trouble, Mr. McClory, to
get that in some of the major money markets, because we really don't
want to go down to the national bank of some hostile country and draw
out an amount of fresh bills and give them to our agents and have
them traceable that way.

Mr. MCCLORY. Are there special measures then that are applied
in order to get an accounting every time of appropriate utilization
of the cash?

Mr. COLBY. Very specific accountings are followed. For example,
very specific accounts came out of Saigon in the last day or so before
the fall of Saigon. We brought out the dollars. We destroyed some of
the local money and had certificates of witnesses and all the rest of it.
We left behind the coins because they were too heavy.

Mr. MCCLORY. While you say you make an appropriate accounting,
reporting to the Congress, or appropriate Members of the Congress
of activities of the CIA abroad, you don't consult or confer with them
in advance of covert operations, do you?

Mr. COLBY. Normally not, Mr. McClory. Normally we describe
in general what our program is once a year, or whenever a question
comes up.

Mr. MCCLORY. You regard that as not being required by statute?
Mr. COLBY. I do not believe it's -required by law, by the arrange-

ments.
Mr. MCCLORY. But timely reporting afterward?
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Mr. COLBY. Timely reporting is required, and on occasion on some
particularly delicate matter we might go up and let the Congress
know about it while it is in the research stage even, or while its in
the development stage, that we plan to conduct a certain operation
a year or two from now, but we need to spend the funds now to pre-
pare for it.

Mr. MCCLORY. Thank you, Mr. Chairman.
Chairman PIKE. Mr. Giaimo.
Mr. GIAIMO. Mr. Colby, has the CIA ever printed money or securi-

ties of any kind?
Mr. COLBY. Of any kind? Yes.
Mr. GIAIMO. How about American money?
Mr. COLBY. Not American money.
Mr. GIAIMO. Securities?
Mr. COLBY. No.
Mr. GIAIMO. Did I understand, in response to Mr. Aspin's question,

you to say that there have been intercepted communications of foreign
and American conversations or communications by govermental
agencies?

-Mr. COLBY. Really on this one, Mr. Giaimo, I would really like
to defer this discussion to executive session.

Ir. GIAIMO. But you did respond to his question?
Mr. COLBY. I said that the NSA collects foreign communications.
Mr. GIAIMO. Is this the first time that this statement of fact of

NSA has been stated or admitted by a representative of the executive
branch?

Mr. COLBY. No; I believe that it is well known that the NSA
collects foreign communications, that that is its mission.

Mr. GIAIMO. What do we mean by foreign communications?
Mr. COLBY. That is what I would like to get into executive session

to discuss.
Mr. AsPIN. Will the gentleman yield?
Mr. GIAIMo. Yes; I yield.

Mr. ASPIN. I think it's true that that statement about foreign
communications has been made public before but I think that what
is new is that Mr. Colby for the first time today said foreign com-
munications can involve communications between American citizens
in this country and-

Mr. COLBY. I wouldn't say in this country. I said that various
kinds of activity we do abroad, I mean even'CIA does abroad, can
incidentally pick up-

Mr. AsPIN. Let's get to the problem about intercepting wiretaps,
wiretaps on American citizens here and abroad, but particularly
I am talking about phone calls now from here within this country
abroad.

Mr. COLBY. That is what I would rather not talk about in the open
session.

Mr. AsPIN. He has already said it is true.
.Mr. COLBY. No; I think I referred to the fact that we collected

foreign-that NSA collects foreign communications, and I think
that I would like to go into executive session for any further descrip-
tion of what that is all about.

Mr. GIAIMO. I know you would, Mr. Colby, but you did indicate
in response, and I am just trying to get a little clarification.
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Mr. COLBY. No; what I was saying, Mr. Giaimo, I believe -
Mr. GIAIMO. Obviously we know that in other countries you

undoubtedly perform all kinds of intercepts.
Mr. COLBY. Incidentally we pick up material about Americans

abroad; yes.
Mr. GIAIMo. That is the point I am trying to get at. Did you say

that incidentally you are also intercepting American citizens?
Mr. COLBY. I did not want to say that we never, never covered any

American citizens abroad. If I have made a mistake in what I have
said, that is what I was trying to say in public, that we were not-
that we incidentally cover Americans in our foreign intelligence
activities.

Mr. GIA mo. You incidentally cover Americans where?
Mr. COLBY. I say we do incidentally cover Americans. I would

like to get into a further description of this in executive session.
Mr. GIAINIo. You don't want to answer as to where you cover

these Americans?
Mr. COLBY. No; I don't.
Mr. GIAT1o. I just wanted to get that clear.
Mr. COLBY. Right.
Mr. GIAIMO. You understand that if so"
M\r. COLBY. I understand.
Mr. GIAINo. That leads to many other questions which I now rec-

ognize will have to be answered in executive session.
Mr. COLBY. I do point out that this is the work of the NSA, of

course.
Mr. GIA11NIO. I understand.
Mr. COLBY. One of those things that I am responsible for coor-

dinating, but I do not control.
Mr. GTAnto. This is an agency which comes under your juris-

diction as DCI, not as head of CIA?
Mr. COLBY. Exactly, Mr. Giaimo.
Mr. GIA.MO. I am sure my time must have expired.
Chairman PIKE. Mr. Stanton.
Mr. STANTON. Mr. Colby, the other day, in regard to Chile, you

indicated that your Agency was not involved in the destabilization
oP'the Allende government; is that correct?

Mr. COLBY. I said that that word is not an accurate representation
of what our program or policies were in the period from 1971 on.

Mr. STANTON. Did you supply any money to any political groups
in Chile, or did you aid and assist in supplying money from corpora-
tions in the United States to any political groups in Chile?

Mr. COLBY. From corporations.
Mr. STANTON. During the period you mentioned?
Mr. COLBY. From corporarions?
Mr. STANTON. Yes.
Mr. COLBY. I believe it has been publicly testified that we had

various conversations with various corporate people, but we did not
handle their money.

Mr. STANTON. bid you supply any money?
Mr. COLBY. To the corporations or to--
Mr. STANTON. To any political groups in Chile.
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Mr. COLBY. Yes, I have said that on a number of occasions, that
we had a program of helping various people in Chile to sustain them-
selves, hoping that they would go on until the elections of 1976.

Mr. STANTON. Who represented a certain political philosophy?
Mr. COLBY. Yes, the moderate political force.
Mr. STANTON. Who made the political judgment that the U.S.

Government should be involved in supplying money to a political
group, who in the chain of command? Did you make that judgment?

Mr. COLBY. Those particular kinds of programs, Mr. Stanton, can
originate anywhere.

Mr. STANTON. Did your organization recommend it to anybody
above you?

Mr. COLBY. Yes, certainly.
Mr. STANTON. Who did you recommend it to?
Mr. COLBY. As I say, they can originate either in our organization

or in an embassy or at the national level. We normally write up a
proposal, and we did in that case write up proposals, and these were
then sent to the 40 Committee for review and consideration.

Mr. STANTON. Did the 40 Committee approve it?
Mr. COLBY. Yes.
Mr. STANTON. Was any further approval other than the 40 Com-

mittee needed to execute it?
Mr. COLBY. Under the directive, it merely says that if the 40

Committee approves that's enough under my direction.
Mr. STANTON. Was that the case in this instance?
Mr. COLBY. Under the directive to me.
Mr. STANTON. Was the Secretary, Dr. Kissinger, involved in any

approval in terms of a political decision of this matter?
Mr. COLBY. Dr. Kissinger is the chairman of the 40 Committee.
Mr. STANTON. Okay, but was he directly involved in his position

in the Cabinet in terms of making judgments as to whether or not we
should be supplying money to a political group in Chile?

Mir. COLBY. There are certain activities that we recommended
which were reviewed by the 40 Committee and approved by the 40
Committee.

Mr. STANTON. Of which Dr. Kissinger approved.
Mr. COLBY. As the Chairman.Mr. STANTON. Could you explain the nature and extent

of the CIA direction or involvement in support or of preknowledge
of the assassination of General Rene Schneider on October 22, 1970?

Mr. COLBY. That gets into a category of activity, Mr. Stanton,
that I have urged be handled in executive session. It gets very
complicated.

Chairman PIKE. M'r. Stanton, I am going to side with Mr. Colby
in that, for two reasons: One, yes, I think it should be heard in ex-
6cutive session, but another reason, it is the bulk of what Senator
Church is considering over on the Senate side. And I think that is
one of the things that we really have to do in order to perform a
useful function is not (luplicate exactly what he is doing and I think
that we would be duplicating what he is doing if we went in that
direction.

Mr. STANTON. Mr. Chairman, with due respect to what you stated,
I agree. We were going through a fiscal examination and it is a little
hard to change the pattern. because I started to discuss with Mr. Colby
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the supplying of financial dollars, which happened in my judgment
to be related to the question that I asked that he respond to in
executive session.

I have no desire to pursue it any further other than to say that
sometimes the dollars that are involved here happen to relate to
activities that are-being covered by the Church committee or other
committees and it is impossible to separate them or cleave them.

Chairman PIKE. It is very difficult.
Mr. STANTON. And obviously I will abide by your request. But I

think it is extremely important that we pursue the question of the
dollars and you cannot get away from this other question, if you do
that. I yield back the balance of my time.

Chairman PIKE. Mr. Kasten.
Mr. KASTEN. I do not have any questions, Mr. Chairman, at this

time. Could I reserve the 5 minutes for later possibly?
Chairman PIKE. You may reserve your tine,
Mr. Dellums.
Mr. DELLUMS. Thank you, Mr. Chairman, First, Mr. Colby, I

have a number of requests for information.
Could you tell the committee the substance of all briefing pro-

vided Members of Congress on CIA improprieties and could you
send us a record listing all members briefed by the CIA over the
past 10 years, the substance of those briefings and a copy of any
mitten materials for those briefings?

Mr. COLBY. Mr. Dellums, I respectfully suggest that you might
want to consult with the committees themselves on those questions.

Mr. DELLUMS. I would assume that under our'mandate voted by
the vote of Congress creating this committee that any materials
would be made available. I am trying to get from you a list of all
persons, all improprieties and all material related to those briefings
on improprieties that you have discovered.

Mr. COLBY. I'm sorry, Mr. Dellums, I thought you said proprietaries.
* Mr. DELLUMS. No, improprieties, questionable acts.

Mr. COLBY. Yes.
Mr. DELLUMS. Unlawful arguments, violations of law, what have

you.
Mr. COLBY. Certainly the material that we have available is

available in executive session to this committee about any impropri-
eties in CIA's activities and we have a record.

Mr. DELLUMS. Would you provide a record of any material for us?
Mr. COLBY. We do have records of the degree to which those were

reported to the Congress.
M1Or. DELLUMS. Thank you. Now one set of some statistical ma-

terial goes to the Inspector General's office. Could you provide the
committee for the record statistics showing, one, the number of cases
on hand in the IG's office at the beginning of each year since 1970,
two, the number of cases opened and closed for each year, and three,
the number of cases which disclosed apparent criminal activity on the
part of CIA personnel and a description of each.

Mr. COLBY. I certainly can.
Mr. DELLUMS. Thank you.
Now, could you please provide statistics-
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Mr. COLBY. With one reservation, Mr. Dellums. If certain of
those are under Department of Justice investigation, I would respect-
fully say that that should be left to them to come to a determination.

Mr. DELLUMS. Would you make such a notation for us?
Mr. COLBY. All right.
Mr. DELLUMS. Could you please provide statistics on the number

of cases and action taken by the CIA where the offense was embezzle-
ment, fraud, narcotics violations, breach of security regulations and
other offenses?

Mr. COLBY. Numbers of total cases of that nature.
Mr. DELLUMS. Would you please provide statistics on the number

of cases
Mr. COLBY. I believe we reported.
Mr. DELLUMS. On actions taken, and action taken by the CIA.
Mr. COLBY. Yeq: I can provide that, Mr. Dellums.
Mr. DELLUNMS. Could' you please tell us the number of cases of

criminal behavior that the IG's Office has uncovered on their own
without a tip from informants? What I am trying to get at here is the
effectiveness of your IG's Office in the control of improper accounts
on the part of your personnel.

Mr. COLBY. Well, of course, many of the things that the IG's
Office does look into stem from an approach by an employee, pursuant
to a directive that we circulate to the employees every year, which
calls upon each one of them to inform the IG's Office or me personally
of any questionable act that they know about CIA.

Chairman PIKE. Would the gentleman yield?
Mr. DELLUMS. Just one second. I would like to clarify this first.

You have indicated that you have routine procedures for account-
ability and control. I would like to have all cases where those routine
procedures have in fact brought about some results as opposed to
some informants' tips. I would like to know whether you guys are
effective. You indicated you police yourselves. Let's find out.

Mr. COLBY. Fair enough.
Chairman PIKE. The only thing I wanted to ask is: Is this directive

that you referred to a classified document?
Mr. COLBY. No; I do not believe it is.
Chairman PIKE. Without objection, I would like to have it placed

in the record at this time.
Mr. COLBY. Yes.
[The directive, "Memorandum for All CIA Employees," dated May

9, 1973, and the accompanying statement of the then DCI James
Schlesinger to the Senate Appropriations Subcommittee on Intelligence
Operations-received in response to Mr. Pike's request-are printed
on pages 557 to 565 of the appendix.]

Mr. DELLU.S. Thank you.
One other question in this regard, and I would like to move to the

proprietaries. Why did you cut back the IG staff from 14 to 5?
Mr. COLBY. I was in great part responsible for that cutback, Mr.

Dellums. I did it because I was quite familiar with the work of the
IG staff at that time and I knew that a great amount of its work was
devoted to a periodic review of the structure and organization and
workings of the various elements of the agency. I read a number of
those reviews, I really did not find them very useful for any good
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purposes. They did not seem to reveal much other than a rather minor
difference about whether three clerks or four clerks or whatever
should be done. We were under pressure to reduce our total strength
at that time, and I thought that that kind of activity was not
necessary.

I thought that the number of inspectors general that would be
necessary to do the policing work and to do periodic looks into sensi-
tive areas of the Agency would be adequately handled by five. Actually,
what has happened since that time, I confess, is that this inundation
of both Watergate and other charges about the CIA has preoccupied
a great deal of the IG's time and I have since increased his staif to
enable him to both respond to the current charges and help us in
keeping up with them and second, to resume the concept of periodic
looks at sensitive areas of the Agency operations, but not to go into
a detailed management audit of exactly how many personnel here
and personnel there.

Chairman PIKE. The time of the gentleman has expired.
Mr. DELLUMS. Thank you.
Chairman PIKE. Mr. Murphy.
Mr. MURPHY. Thank you, Mr. Chairman.
Mr. Colby, first of all, I want to thank you for clearing up that

matter regarding that opium case in Chicago with the Thai native.
Mr. Colby, the FBI says it stopped committing burglaries to gain
foreign intelligence information in 1966. The New York Times
reports an incident where a scoutmaster on behalf of six Explorer
scouts wrote to the Embassy of Russia here in the United States,
in Washington, requesting information regarding the fact he would
like to bring some scouts from Moscow, Idaho, to Russia on a visit.
This letter appears in the FBI files. Now the FBI says it stopped
mail covering activity in 1966. I am wondering how the FBI got this
letter?

Mr. COLBY. I don't know, Mr. Murphy. I don't know anything
about that case. As I have reported about the mail intercept pro-
gram, we did run, it only covered the mail that went to and from the
:Soviet Union in this category.

There were certain other operations.
Mr. MURPHY. It is obvious-
Mr. COLBY. In theory this could not have been a part of that one,

so I really just do not know where this came from.
Mr. MURPHY. It is obvious, though, from the interception of this

letter and the fact that it appears in the FBI files that either the FBI
or some other agency is still opening domestic mail here.

Mr. COLBY. Well, I am sure that CIA is not opening domestic mail
in the United States. I will certainly look into this case and see if I
can find out anything about it.

Mr. MURPHY. Well, if this be the case regarding mail, considering
the case that Mr. Aspin pointed out in his early questioning about
communications over cable communications or wire communications,
the possibility and the strong probability is that they are tapping
wires domestically too.

Mr. COLBY. That I respectfully defer to the FBI to let them talk
about that.
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, Mr. MURPHY. Now this information that is electronically or by
cable gotten between the foreign countries and citizens here in the
United States, how many agencies would have access to this?

Mr. COLBY. Well, I would really rather not talk about this general
subject in open session, Mr. Murphy.

Mr. MURPHY. Well, in our executive session, I would like to go
into your budgets for 1964, 1961, 1963, and 1971, in your budgets
regarding what amounts to be hundreds of millions of dollars and I

-, would like to have you explain these figures in executive session
Mr. COLBY. I certainly will.
Mr. MURPHY. What we are spending in this particular area.
Mr. COLBY. I would be glad to explain that in executive session.
Mr. MURPHY. To what extent do you use other nations' in-

telligence services to collect information, what data-sharing arrange-
ments exist, who must approve these relationships and do we in turn
share our information with them?

Mr. COLBY. We have a wide variety of relations with other foreign
intelligence services in the other countries.

They go all the way from being very friendly to being very hostile
and a lot of steps in between. In the process, there is a certain exchange.
A number of our friendly foreign intelligence officers have expressed

__great concern about the continuation of these relationships in view of
the exposure that CIA is going through and their concern that they
will be exposed in their country as a result of our exposures here. I
have assured them that I am convinced that these investigations can
be conducted in a fashion which will protect the secrecy of our relation-
ships and any material that they may have given us, and I am con-
vinced that we can manage it that way, but for further discussion of
this, obviously I would like to go to executive session.

Mr. MURPHY. You went through an elaborate statement this
morning about the way you operate. Again I would like to go back to
my question I asked you the other day. When do the oversight
committees get to see all this information? Is it always after the fact
or half way into the fact?

Mr. COLBY. Well, they get to see the budget information before
the fact, obviously, because we make a request for the appropriation
and we describe what the request covers in terms of activity. In the
process of courso we start with a general explanation but go into
specifics to any degree they want. I have been asked how many people
we have in a certain country, things of that nature and I have re-
sponded to that.

So I think the difference, however, that the chairman was trying
to draw was whether we go up and get specific individual approval
of an operation before it starts and normally if we are trying to get
some foreigner to work for us, we do not ask the permission of the
Appropriations Committee or the Armed Services Committee to hire
that particular man. We go ahead under the general grant of authority
of a certain amount of money for that year's work, which covers this
kind of activity.

Mr. MURPHY. Thank you, Mr. Chairman.
Chairman PIKE. Mr. Johnson.
Mr. JOHNSON. Thank you, Mr. Chairman.



251

Mr. Colby, you can see by the questioning that has gone on Monday
and again today that we are all concerned with this oversight question.
As I was listening to your testimony on Monday and I was going over
the record and reading 'it last night, it becomes apparent to me that
we need to go into the details of this matter of congressional over-
sight, because it is often that it is woefully inadequate if not miserable.
So I would like to go into some of the specific questions so that the
public can realize just how the Congress has been fulfilling its re-
sponsibilities in this matter.

On May 9 of 1973, Mr. Schlesinger issued a directive calling on all
CIA employees to report any and all abuses by the CIA. That is a
matter of public record; there isn't any question about that, is there?

Mr. COLBY. No, sir.
Mr. JOHNSON. And is it also a fact that by May 21, just 11 days

later, there were several hundred separate reports of abuses which
had been reported to him?

Mr. COLBY. There were a number of abuses. I couldn't give you a
quantitative statement.

But there were a number. I think we called them questionable
activities, anything that raised a question as to whether it was proper
or not.

Mr. JOHNSON. Our information was there were several hundred.
Mr. COLBY. There were several hundred pages in the report sub-

mitted to the IG. This was summarized into a shorter document for
my use.

Mr. JOHNSON. This was compiled by the Inspector General?
Mr. COLBY. It was.
Mr. JOHNSON. On a report prepared May 21, 1973; isn't that

correct?
Mr. COLBY. Right.
Mr. JOHNSON. That is the report that has been called by a variety

of names; it has been called potential flap activities, or jewels, or the
family jewels; isn't that the report we are talking about?

Mr. COLBY. Yes.
Mr. JOHNSON. Now you personally informed some Members, of

Congress?
Mr. COLBY. Yes.
Mr. JOHNSON. Of the contents of their report?
Mr. COLBY. Right.
Mr. JOHNSON. On May 23, I understand.
Mr. COLBY. May I-about then.
Mr. JOHNSON. Just almost immediately after the report was

brought to your attention, you--brought it to the attention of the
Members of Congress?

Mr. COLBY. Yes.
Mr. JOHNSON. Whom did you bring that to the attention of?
Mr. COLBY. I brought it to the attention of the acting chairman-

of the chairman of the Subcommittee of the Armed Services Com-
mittee, Mr. Nedzi. I think I mentioned it in general to the chairman
of the Armed Services Committee but didn't go into detail. On the
Senate side I mentioned it in general to the chairman of the Armed
Services Committee, and I went over it in greater detail with the
acting chairman because the chairman was then in the hospital.
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Mr. JOHNSON. Who was the acting chairman at that time?
Mr. COLBY. Senator Symington.
Mr. JOHNSON. How great a detail did you go over this with Mr.

Nedzi and with Senator Symington?
Mr. COLBY. With Senator Symington, as I recall, I went through-

I got it in a book, the summary of the material, and I paged through
it and briefed him on each case. I think in a few things he may have
read, but I generally tried to summarize it for him so that he would
get the import of it and realize what I was talking about. With Mr.
Nedzi, he sat down and read the entire thing, took a couple of hours
to do so. Mr. Nedzi then asked a lot of additional questions, indicated
an attitude about these things. I was already in the process of assuring
him that we were taking steps to insure that this kind of activity
did not continue and that that was the purpose of the exercise, to
gather it together, have a look at it, consult with him, find any dif-
ference of opinion that he might have had, and he did have a few,
that influenced what we did. I think Mr. Nedzi had evidenced a great
deal of energy in his oversight responsibilities; lie called a lot more
meetings. He had gone into a lot of additional questions, and he took
a very strong position on these points.

Mr. JoHNSo N. Was there ever a request to you from either of
these gentlemen that you brief the rest of the members of the sub-
committee.

Mr. COLBY. No. There was a suggestion that it might be made
public.

Mr. JOHNSON. Yes; but was there ever a suggestion that you testify
before the other members of the subcommittee about these matters?

Mr. COLBY. Not during that discussion. There was the discussion
about whether it should be made public, and I urged it should not be
made; it was in the past; we were not going to do it any more; we
wanted to make sure somebody was aware of this history, but we
obviously didn't want to spread it around.

Mr. JOHNSON. To your credit you sat down later in August, and
issued a series of directives insuring that these things would never be
repeated ?

Mr. COLBY. Ies, yes.
Mr. JOHNSON. I think the people of the country have been well

served by you in this function. But going back to the congressional
oversight., there was never any requirement or never any suggestion
that you report this to the President or to the Attorney General,
was there?

Mr. COLBY. No, no; frankly, I-that came up later in a discussion
between me and the Assistant Attorney General as to why I had not
reported it to the Attorney General at that time, and I frankly-the
thought hadn't crossed my mind.

Mr. JOHNSON. I would like to zero in on the congressional oversight,
if you don't mind. There never were any instructions to investigate or
to verify these allegations from the congressional members, was there?

Mr. COLBY. Well, I think-I assured them that we would continue
to look for things and if we found any additional, we would bring it
to their attention and that we were determined not to repeat that
kind of activity.

Mr. JOHNSON. My time is up. I will pursue this in the next 5 minutes
Thank you.
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r"haIrman PIKE. Mr. Aspin.
Mr. AspiN. Thank you, Mr. Chanrnan. Just to round out this little

business about the NSA here in public se.sion, because I do want to
go into it much more deeply in executive session, even though I
realize that you are not the man that is in charge of the program,
still you are overall in charge of the intelligence community. But it
seems to me that we have something very serious here. Even if it were
an incidental picking up of conversations, it would still be illegal, and
it is not incidental, and there is no way that it is incidental. It is totally
random; there is no way that these things can be completely foreign;
in fact, it would be incidental if it were completely foreign. Mr. Chair-
man, what I really would like to know is eventually what can we dQ
here? I have some information; we have got some information from
executive session yesterday; we got some information from open ses-
sion today. I presume we are going to get more in executive session
this afternoon and other places. Is it possible at.some point to turn
this information over to the Justice Department or some agency to
look into this thing and to follow it up?

Chairman PIKE. Well, I would respond to the gentleman as follows:
Of course, it is alwitys possible for this committee to turn any infor-
mation which we get, which we feel belongs to the Justice b)epart-
ment, to the Justice Department, and I will simply say that will not
be a decision of the chairman; it will be a decision of the committee.
We will vote on it, and any person can move that we so vote at. any
time.

Mr. AsPIN,. When we et-
Chairman PIKE. But let me suggest that the Justice Department

will be appearing before us, not, however, in any capacity except
for openers, to talk about their own budgets, et cetera. So I don't
think it would be appropriate to do it at this particular time; it
might be appropriate to do it before this week is over.

Mvlr. ASPIN. I think you are right, Mr. Chairman. At this point,
I don't think we have enough, but at some point I would like to make
that motion because I think we will get more information. Let me
just follow up what Congressman Johnson was saying. He was in-
terested in the congressional oversight. I am kind of curious as to
why the information was never brought to the attention of the Presi-
dent. Why was President Nixon never informed, or President Ford?
I can-

Mr. COLBY. I believe it fell between stools there, Mr. Aspin. On
May 10, the day after Mr. Schlesinger's memorandum came out,
it was announced that he would be nominated to be Secretary of
Defense, and that I would be nominated to be Director. He stayed
around the agency for another few weeks, pending his confirmation
hearing and his assumption of those duties. He moved over there
about at the end of May, I think, to the Defense Department to
prepare himself for that job, although he was spending a certain
amount of his time, and I frankly have the feeling that-that he
thought I was going to, you know, I would take care of that problem,
and I thought he would, and it frankly fell between stools.

Mr. AsPIN. I can see why neither of you would want to do it-
Mr. COLBY. Yes-I think neither of us was very anxious about it.
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Mr. AsPIN [continuing]. Reporting illegal activities taking p lace
mostly at your instigation and why "we are not doing them"; can
see it is a tough conversation or decision. How about President Ford,
when he took over; didn't anybody think maybe he ought to be
informed?

Mr. COLBY. Of course, I did inform him of the entire story-
Mr. AsPi.. But that was only after the
Mr. COLBY. After the thing happened; yes. It was by that time,

Mr. Aspin, a past history, running back over 10 and 20 years and the
action will be taken to clarify the matter and-

Mr. ASPIN. But still, what worries me about even the report to
President Ford, which you gave to him, apparently there were a
number of these memorandums that was finally released to the public,
your report to the President. It seemed a number of the memoranda
that were attached, a number of the things attached, particularly I
thitk now of the things connected with assassinations which were
part of the report going to the Inspector General, and apparently too
there was one on the Mafia, from what you answered to Mr. Murphy
the other day. But these were not forwarded to President Ford. Wh ll
wasn't all of the information disclosed? You had the chance. Here le
was asking you for a complete chance to really make a clean, clean
breast of it, lie was asking for the information, he said, "Look, here's
this New York Times article, what's going on?"

I would have thought that ought to have triggered, if you were
going to come clean and really lay it all out, at any point to President

ord, that was the time to do it. And why didn't you even, for example,
give him the Inspector General's report?

Mr. COLBY. Well, in-that report was focused on the allegations
made in the article. At that time, however, I did brief his staff and
orally covered with him the overall report as a whole. I used the same
book that I had shown to the two congressional representatives to
go through it and describe it at that time.

Chairman PIKE. The time of the gentleman has expired.
Mr. Milford.
Mr. MILFORD. Thank you, Mr. Chairman
Mr. COLBY. Again I would stress on that, Mfr. Aspin, that I think

the attitude was that this was by then a year, more than a year old,
the activity had been undertaken, it had been closed off, the activity
ran over 10 and 15 years and it wasn't going to be repeated and we
just put it aside and hoped it would not come up. And I did not see
any obligation to go to the Attorney General on it.

Chairman PIKE. Mr. Milforfd, I will only say that that response (lid
not come out of your time.

Mr. COLBY. I am sorry; excuse me.
Chairman PIKE. No. We want you to be forthcoming, Mr. Colby.
Mr. COLBY. Yes.
Chairman PIKE. This is another place that you have such a tre-

mendous advantage over us. You can declassify documents and we
are told that we can't. The 5-minute rule applies to us but it does notapply to your responses.

Mr. Milford.
Mr. MILFORD. Thank you, Mr. Chairman. My time would run a

little bit long but Mr. Kasten has agreed to yield a minute and a half
of his time.
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Mr. KASTEN. Yes.
Chairman PIKE. Without objection, the gentleman is recognized

for 6 anda half minutes.
Mr. MILFORD. Mr. Colby, I would like to pose some comments and

then a few questions to you in your capacity as Director of Central
Intelligence. In reality, the comments and questions are directed to
tile entire intelligence community. As the DCI you are the nearest
individual that could be considered to have overall responsibility-
other than the President. Since my comments and questions will take
most of my allotted 5 minutes, I would ask that you reply in detail for
the record.

There is legitimate concern on the part of this Congress and the
American people for what you might be doing behind the closed wall
of secrecy. They rightly want to know that, what you are doing, is in
keeping with our basic democratic principles and that your actions
are directed toward legitimate national security goals.

I differ with some of my colleagues in Congress. I do not believe
that the "people's right to know" consists of publishing our intelligence
plans in the Washington Post or the Dallas Times Herald. Further-
more, I do not believe that the vast majority of our citizens want this
type of action.

I do think that our citizens want to be assured that a creditable
"check and balance" system is operating, and one that will firmly
keep out intelligence community accountable to our democratic
system.

Our intelligence community simply cannot act as its own judge
and jury. Our people and our Congress will not accept it under present
circumstances.

Our society is constantly changing along with its mores, customs
and beliefs. While you would have been a national hero in 1945 for
planning to assassinate Adolph Hitler, our people would nail your hide
to the wall if you tried it today on Brezhnev-even though we freely
acknowledge him as our adversary.

Now, let me boil this dissertation down to some specifics and a few
questions.

I think this Congress fully realizes that it is impractical for 435
Members to effectively keep track of the complex matters -of our
national intelligence community. The Congress is further dissatisfied
with the past system of a few select Members who only casually
inspected some parts of our intelligence activities and expenditures.
Recent publicity has caused our citizens to believe that no real effec-
tive "check and balance" system exists.

In an effort to correct this deficiency, the House of Representatives
responded by appointing this committee. The Senate did likewise
with a similar committee.

Now, on one hand, there is a real opportunity for us to gain press
ink by cutting your guts out for every mistake you have made in the
past. On the other hand, you can rip us apart by leaking information
to the same press by making us look like idiots for not discovering
your mistakes before this time.

In either case, the real losers are the citizens of this Nation. Their
only logical conclusion would be that idiots exist in both the ad-
ministration and the Congress.
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I think that we should avoid such a "no win" contest and carefully
search for solutions. With that in mind, let, me ask for your candid
opinion in the following questions, that I believe deal with the gut
issues we must face:

(1) Are the basic laws governing our intelligence community ade-
quate? If not, where are they deficient?

(2) Do you have any specific recommendations for changing these
laws in oriler to fulfill the goals specified in your testimony?

(3) Will you give me specific recommendations for steps which
you believe will result in better relations among the Congress, the
administration and the citizens concerning intelligence matters?

Mr. Colby, I would now like to offer you a hypothetical situation
and then pose further questions.

Assume that the Congress would set up a joint Committee on
Intelligence, or individual Intelligence Committees within each body.

Further assume that the committees were established under a pro-
cedure that would assure that the group had the confidence of the
legislative bodies and also reasonably represented the Nation as a
whole.

Further assume what the committees would have adequate time to
fully understand and properly oversee the intelligence community.

Further assume that the rules of the individual legislative bodies
would assure that no classified intelligence information could be
publicly released except by majority vote of the committees or by
agreement with the intelligence community.

With the foregoing assumptions in mind, would you-as the Director
of Central Intelligence-or, would the administration that you are
under, have any reservations to the following proposals:

(1) That the intelligence community present for authorization
hearings its true annual budget l)roosals-including all line items
that are normally concealed under other headings or contained within
other defense functions?

(2) That the intelligence community would totally brief the com-
mittees on the desired annual goals, )rograms, projects, and missions
of the intelligence community that the annual budget is designed to
support?

(3) That the committees would assign the General Accounting
Office (GAO) to selectively audit any specific project, operation, or
mission that they would deem necessary so long as the compartmentali-
zationIprincil)le is observed? -

(4) That the committees would be equally informed of day-to-day
intelligence activities in the same manner as the President of the
United States, so long as the same security regulations are followed
and further subject to the specifications contained in this hypothesis?

Mr. Colby, 1 know that you do not have time to answer these
questions now, but I would like answers supplied for the record. I
think that these are some gut issues which you, your administration
and this Congress must face.

I can assure you that both my questions and your answers will see
light on the floor of the House of Representatives.

Mr. COLBY. Mr. Milford, I thank you for those very constructive
and thoughtful questions. I will answer them in detail as you request
for the record.
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I would say that in general I have no great problem with the thrust
of them, although I might have discussion on some of the details. I
believe that the resolution of the problems of running a secret intelli-
gence effort in a free society can only be achieved by having clear
guidelines which are subject to change but agreed change and effective
supervision in both the executive and the Congress.

I think that we can develop that as the necessary way to run a secret
intelligence operation, which is essential to our country and yet still
respect the dictates of the Constitution and the free society that wve
serve and that we like.

I will supply the answers and I appreciate the questions.
Mr. MILFORD. I yield back any time I might have left, sir.
[The CIA's reply to Mr. Milford is printed on pages 556 to 571 of

the appendix.]
Chairman PIKE. We will yield back such part of Mr. Kasten's time

as you have not used.
Mr. Hayes.
Mr. HAYES. Thank you, Mr. Chairman.
Mr. Colby, when you discovered that the Inspector General's

staff was engaged in not worthwhile work, why didn't you redirect
their tasks rather than reduce them by 11 ?

Mr. COLBY. Because at that time we were under a lot of pressure to
reduce the total staff.

Mr. HAYES. Who was giving you the pressure to reduce the total
staff?

Mr. COLBY. As much as anything inflation and the increase in
salaries and pressures

Mir. HAYES. You are not speaking of any Government official?
Mr. COLBY. And at that time of course I believe Mr. Schlesinger was

suggesting a reduction in the size of the staff.
Mr. HAYES. Did Mr. Lynn .
Mr. COLBY. Of the overall agency.
Mr. HAYES. Did Mr. Ash or Mr. Lynn suggest it?
Mr. COLBY. Certainly Mr. Schlesinger discussed the reduction in

the overall strength with the Office of Management and Budget and
I have continued the process of cutting CIA's strength each year
since that time.

Mr. HAYES. Yes. But as far as the Inspector General's functions
are concerned, the audit functions, it would appear to me from the
public testimony of Mr. Lynn that he assumes that all of those audit
functions are being done, at least lie is being told that?

Mr. COLBY. That is right, He certainly, (lid not urge the reduction
in the Inspector General's staff. We reduced a number of different
staffs around the agency and the Inspector General was included in
that general reduction of many different staffs.

Mr. HAYES. In answer to Mr. Pike's question about whether or
not there are procedures that potentially embarrassing activities
might be disclosed to Congress, you indicated that sometimes that is
done?

Mr. COLBY. Yes. If there were a particularly significant operation,
probably a very large operation, the Director might deem it wise to
go up and just let the oversight committees know something about it
before it actually happens.
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Mr. HAYES Is it usually after the fact?
Mr. COLBY. I say it is usually after the fact. But there are occasions

in which we have been up with potentially both large-scale and
sensitive operations before, and particularly in the technical field
where the project can be started 2 or 3 or 4 years before it actually
appears in activity.

Mr. HAYES. You have begun your statement and you made some
plaintive remarks concerning the sensationalism that surrounded the
CIA recently. Certainly the Rockefeller Commission, the Church
committee, this committee, the predecessor committee here in the
House, they are about as sensational as taking a cold, dirty bath.

You don't mean to imply, do you, that somehow or other these
problems are in any way contributing to an atmosphere of
sensationalism?

Mr. COLBY. Well, I think some of the matters which have come out
in the process have contributed to the attitude. I have the highest
respect for the manner in which the Rockefeller Commission and the
Senate committee and I am sure this committee are conducting this
investigation, but-

Mr. HAYES. Didn't most of the grossly sensational things, if you
want to call them that, appear quite apart from any investigation?

Mr. COLBY. Not entirely, Mr. Hayes.
Mr. HAYES. Well, would you say that part of the appearance of

those were in your visits disclosing matters about the Glomar Explorer
to newspaper editors.

Mr. COLBY. No.
Mr. HAYES. Do you think that contributed?
Mr. COLBY. That appeared for other reasons. That appeared

because of a leak that started it, and my effort was to endeavor to
have nothing said about that general subject.

Mr. HAYES. And what about former CIA employees and current
employees, their discussions publicly?

Mr. COLBY. Well, current employees are under a restriction not
to discuss publicly classified matters. Former employees are under a
secrecy agreement with me not to discuss classified matters, but I
have had a little hard time enforcing that, with certain of them.

Mr. HAYES. Mr. Colby-
Mr. COLBY. There was one occasion, I think, which-theie were

some occasions on which some of the sensational qualities came from
a number of different sources here in recent weeks.

Mr. HAYES. I take it from your answer, then, that you would at
least like to imply today in your testimony that some of the harmful
sensationalism does, in fact, emanate from this investigation, that
of the Church committee, and that which was done by the Rockefeller
Commission.

Mr. COLBY. No; I am just making an appeal that-to the public
at large, to let the committees do a thorough, complete job of investi-
ation and to get rid of this sensational atmosphere so that we can
o that kind of investigation, and then I think we can go back to work

in the intelligence business.
Mr. HAYES. I want to be sure and clarify that, because I certainly

think that there was implicit in the statement some implication that
at least we were contributing to that atmosphere.
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Mr. COLBY. Well, I think there was a certain amount of press
attention to this, and there is a certain amount of focus on every step
in this process. I think the excitement a couple of weeks ago about
allegations that CIA infiltrated the White House was perhaps one of
the low oints in this recent affair.

Mr. HAYES. The-
Chairman PIKE. The time of the gentleman has expired. Mr.

Lehman.
Mr. LEHMAN. Thank you, Mr. Chairman.
I want to pursue the question of the proprietaries as to their effect

on the American business community. Mr. Colby, your chief of cover
and commercial staff has told the staff of this committee, "If you
operate a business that is not at all intruding in the marketplace,

.you don't have a very good cover." To me this means the proprietary
must be competitive, aggressive, and active. In a sense, though, the
bottom line of a proprietary is certainly not profit and according to
what you say that any losses they incur will be made up by CIA.
But just for the record, who keeps the profit of these businesses, if
they do make a profit?

Mr. COLBY. The profit-if a profit occurs, and it has happened in
very few cases-the profit belongs to CIA; it remains for use in the
operating costs of the proprietary, but if there is a final profit, it is
returned to the Treasury.

Mr. LEHMAN. There is a possibility, then, that these corporations
can operate below cost, and that they can sell below cost?

Mr. COLBY. Well, the object of the operation, Mr. Lehman, is that
they be credible, not that they be successful, that they have enough
credibility to appear to be a business, not that they actually do any
more business than the minimum necessary. Doing a business beyond
the minimum necessary destroys the value of the operation as far as
we are concerned because we want our people to have the freedom to
spend their time on the substantive work that we expect them to do.

Mr. LEHMAN. I still feel, though, that the CIA really does not under-
stand the effect on the American business community of the function
of these proprietary organizations and perhaps in your zeal for your
duties that you can, in a sense, perhaps, threaten or undermine some
American businesses with American tax dollars.

Mr. COLBY. I assure you that we are very conscious of that danger
and that we take steps to insure that it does not happen.

Mr. LEHMAN. Mr. Colby, how many proprietaries do you actually
have in the Miami area?

Mr. COLBY. I can't answer-I just don't know the answer to that
question offhand, Mr. Lehman. It obviously has changed over time.
I would be prepared to find that and other detailed numbers out for
you and report them in executive session.

Mr. LEHMAN. In relation to the proprietary operations, does the
CIA give cash gifts or rewards to certain proprietary businesses who
help the Agency? Does the CIA ever dispose of a proprietary business
in the form of a gift, or at least the noncash assets of a proprietary
business, which it is disposing of?

Mr. COLBY. We had one case, Mr. Lehman, in which the disposal
of our operation did raise questions as to how it might be done. We
took special steps to have that employer examined by the General
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Accounting Office pursuant to the request of the chairman of the House
Armed Services Committee,_ who was informed of that before it
happened.

The GAO did approve of the manner in which we were going to do
that and, therefore, there was not any favoritism given in that case.

Mr. LEHMAN. In relation to the cash gifts, or rewards to businesses
for help to the Agency, you have not

Mr. COLBY. With respect to cash awards, we obviously have a lot
of different relationships with legitimate businesses, regular businesses.
In the course of those operations there are some times in which they
agree to take one of our people and put them, apparently, as one of
their employees. We reimburse them for the costs of that employee.
And in that sense we do give them some assistance.

Mr. LEHMAN. I am still concerned about the adverse effect on the
American business community of the activity of the CIA in the
proprietary relationship. Mr. Chairman, I would respectfully suggest
that the staff of this committee be instructed to study this question to
see if such adverse effects are occurring and report back to the coin-
mittee.

Chairman PIKE. Well, I don't want to promise more than I can
deliver, Mr. Lehman, in that regard.

Mr. COLBY. I would welcome that kind of a study, Mr. Chairman.
Chairman PIKE. I am sure you would, and I don't think it would be

terribly revealing, and I think it would spread our staff pretty thin,
if we try to study what the CIA proprietaries are doing to the Aieri-
can business community as a whole.

Mr. Lehman, I just don't think I want the staff to devote too much
of its efforts and energies to that particular concern, although I assure
you that I will discuss it with the staff director further and members of
the staff to see what we can do.

Mr. LEHMAN. Thank you, Mr. Chairman.
Chairman PIKE. Mr. Field.
Mr. FIELD. Thank you, Mr. Chairman. Mr. Colby, I would like to

go over the control of funds and just how good the accountability is in
the CIA for certain funds. How does the CIA know, how do you know
when funds are spent for bribes, or that type of payment; how do you
know that the money goes for the intended purpose or that it is not
simply put in somebody's pocket, used for some favor, that kind of
thing?

Mr. COLBY. There are a variety of ways in which we do it. One is on
some occasions we actually get a receipt from the individual and we
can compare the signatures. In others we can pass the material through
various banking channels and make sure that it goes to a certain
account. In others, we can get a certificate by the officer that he
actually gave that.

Now there is a variety of other ways of cross-checking to see whether
there is any visible effect of any substantial sum given to some par-
ticular institution, whether they have opened local offices which they
did not have before, and things of that nature. If that does not occur,
one begins to wonder what is happening. Obviously we are in a field
here that does leave itself open to some error. We have had situations
in our history in which we have found that money has not gone toward
its intended purpose.
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Mr. FIELD. What do you do when you find out somebody has abusedthi privilege? .Mr. COLBY. We certainly would-if it is a recipient, we would cer-

tainly consider whether it is of any value to-go ahead with that re-
lationship. If the money being given is not effective, why obviously
there is no sense in continuing to give the funds to that particular ob-
jective.

Mr. FIELD. Do you find-
Mr. COLBY. If it happens to be one of our intermediaries, or one of

our own people, we obviously would take steps. On an intermediary, a
foreigner who is an intermediary, we would cut him out of the link.

MIr. FIELD. Would you fire an employee who was giving out bribes
that he shouldn't?

Mr. COLBY. Giving out bribes that he shouldn't? Certainly because
any such activity has to be given under oath. -

Mr. FIELD. Have you ever fired an employee for giving out a bribe
that you felt was not actually a bribe?

Mr. COLBY. Well, no expenditure can be made outside of the appro-
priate authority.

M.1r. FIELD. I understand.
fr. COLBY. The appropriate authority sometimes leaves some judg-

ment.
Mr. FIELD. Did you ever fire an employee because you discovered he

was pocketing the money, or he was-
Mr. COLBY. Yes, we have.
Mr. FIELD. You have.
Mr. COLBY. And we have considered l)rosecution of some. Some we

have passed to the Department of Justice for prosecution, and some
we were unable to do so because it would reveal a very sensitive rela-
tionship with a foreign country.Mr. FIELD. Approximately'how many have been referred to the
Department of Justice?

Mr. COLBY. I think the number is about 20 that were passed over to
the Department of Justice.

Mr. F IELD. In the last how many years?
Mr. COLBY. Since 1954, I believe it is.
Mr. FIELD. Since 1954, 20 people?
Nfr. COLBY. Those are the ones we initially found after taking a look

for trying to compile the cases. There were another nine cases that
we be ieve we did not inform the Department of Justice about.

Mr. FIELD. OK. What about gifts? Who decides who gets gifts?
Mr. COLBY Whoever is authorized to make such a decision. If it

is a very complicated.problem, in a foreign country it may be approved
even as high as me. If it fits clearly within the working relationship
that we expect that particular organization to do, it might be the
chief of station.

Mr. FIELD. OK. Just to pin that down, now. If that were a major
ift to a head of a foreign state, let's say, would that gift have to be
or intelligence purposes, or is the CIA used because it doesn't have

to report back all of its expenditures, to make gifts that would basically
make somebody happy, that would please a foreign head of state, who
might be friendly to us? There is really no intelligence value in this
gift, is there?
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Mr. COLBY. Well, there is a relationship value, and it does trans-
late into intelligence later on.

Mr. FIELD. Hasn't that in fact happened?
Mr. COLBY. Oh, yes; it translates into intelligence in the sense of

what goes on later
Mr. FIELD. How does an intelligence agency go about giving expen-

sive gifts to foreign heads of state? Certainly the Congress, when they
give you a contingency fund, assumes that is then spent for intelli-
gence purposes.

Mr. COLBY. No; I think they assume it is being spent under the
National Security Act.

Mr. FIELD. This relates to national security?
Mr. COLBY. Well, under the provisions of the Constitution
Mr. FIELD. How does driving a fancy car somehow help our Na-

tion's security?
Mr. COLBY. It can in terms of the relationship established with that

particular individual and the information gleaned-
Mr. FIELD. Would you be embarrassed to reveal this to the average

taxpayer, that expensive automobiles and things of that kind have
been handed out to-do you have a comment? Have gifts been given
to American public officials?

Mr. COLBY. I don't believe so; no.
M r. FIELD. Have you ever given an expensive gift to an American

Presider t?
Mr. COLBY. There is one situation which was mentioned in the

Rockefeller Committee Report which I don't believe what you have
in mind, but it is one occasion on which we assumed the expenses of
an activity conducted by the White House. It was not a gift given to
the White House, but we assumed the expenses of certain letters.

Mr. FIELD. Have you ever participated in a gift; in other words,
maybe the CIA didn't actually give the gift but participated in help-
ing to get a gift to a President?

Mr. COLBY. To an American President?
Mr. FIELD. In recent times, in recent years.
Mir. COLBY. I can't think of any such. I would have to examine

that.
Chairman PIKE. It is 12 o'clock. I would like to suggest to the mem-

bers of the committee the following procedure: I would like to give
anyone who wants an opportunity to ask additional questions in open
session an opportunity to do so before we break for hnch with the
understanding that the time he uses in open session now will be taken
from his time when we go into executive session. Mr. Giaimo, do you
want to ask questions? Mr. Giaimo is recognized.'

Mr. GIAIo. Mr. Colby, how did we survive as a nation for 175
years without the CIA?

Mr. COLBY. I would say for quite a few of the years we were not
given very much threat from abroad. That is one thing.

Mr. GIAITINo. So it is the nature of the threat that has made the
difference?

Mr. COLBY. Oh, I think that is clearly-we normally would organize
intelligence for a war and disband it afterward. We did that for the
Revolution, we did it for the Civil War, we did it for World War II,
and we disbanded them.
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Mr. GIAI1O. What is the uniqueness of the present threat for the
last 25 years which requires your agency?

Mr. COLBY. Because the United States plays a greater role in the
world than it did in previous years.

Mr. GIAIMO. Is it the nature of the danger, namely the fact that we
are in a nuclear age?

Mr. COLBY. Not only the danger but the opportunity to solve prob-
lems before theyget bigger.

Mr. GATMO. Now the major thrust of the Central Intelligence
Agency and the other intelligence communities is the business of
intelligence; isn't that so?

Mr. COLBY. Yes.
Mr. GIATMO. Didn't the chart you showed us earlier break down

intelligence activities, support activities, and covert actions?
Mr. COLBY. Right. Today that is true of CIA. Twenty years ago-
Mr. GIAI.xo. That is
Mr. COLBY. Twenty years ago the proportion was different.
Mr. GIAI.Nio. The threat to the United States comes from what

possible sources in the world?
Mr. COLBY. It comes from great powers who might have-
Mr. GIA IO. Specifically, what are these great powers?
Mr. COLBY. All right. Obviously the two major ones.
Mr. GIAIIO. Obviously the two major ones are U.S.S.R. and China?
Mr. COLBY. And China, yes.
Mr. GIAI.Mo. Are most of your efforts vis-a-vis these two powers

covert in nature or more in the area of intelligence?
Mr. COLBY. Most of our efforts are in the area of intelligence.
Mr. GIAIMO. Most are in the area of intelligence?
Mr. COLBY. By far.
Mr. GIAI.o. And that is the normal type of intelligence operation

or counterintelligence operation, using the various means of collecting
intelligence, be they human or electronic?

Mr. COLBY. Right.
Mr. GIAINIO. Scientific of any sort; is that right?
Mr. COLBY. Right.
Mr. CIAIMO. Reconnaissance, surveillance, et cetera?
Mr. COLBY. Right.
Mr. GIAL Io. Is much of your covert activity directed against these

two great superpowers which can pose a real threat to our national
security?

Mr. COLBY. Well, I would rather not comment specifically on it, but
we do so little of this nature nowadays, Mr. Giaimo, that-

Mr. GIAI.Mo. Are you saying we do so little of covert activity in
general?

Mr. COLBY. Of covert activity as a whole.
Mr. GIAI o. As a whole?
Mr. COLBY. Yes. Now, years ago, a very substantial amount of it

was devoted either directly or indirectly through the support of
various groups around the world who were interested in protecting
themselves against expansion.

Mr. GIAIMO. Mr. Colby, you know what I am trying to get at. I am
trying fo develop whether the bulk of our covert activities is directed
against the two superpowers because of the threat they pose, or in
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fact, do we direct our covert activities to many other third world
nations who in fact do not really constitute a threat to this country.
Can you publicly answer or respond?

Mr. COLBY. Sure. I think today if you will look down into the
specifics of it, you will find that a substantial effort is devoted against
the major problems we have in the world and some to the indirect
problems that we have in the world; that there are lots of problems

L in the world, however, which do not pose any kind of a problem or
threat to the United States and that we do not engage in any activities
in those areas.

Mr. GIA.MO. But isn't it so that very little covert action is effective
or is committed or is even effective against the two superpowers?

Mr. COLBY. Well, I respectfully say that I would not like to get
into the details of that. I think this has changed over time.

Mr. GIAIMO. You are not getting into any of it as yet?
Mr. COLBY. No. It does begin to get into details as to what we are

doing in various countries. I would be glad to answer that in executive
session.

Mr. GIAINO. I understand, but I am trying to get clear from you
if there is much covert activity against the U.S.S.R. or Red China.

Mr. COLBY. That is specifically the kind of statement I really
cannot make in public session.

Mr. GIAIMO. But can you make the statement that there is very
little covert activity against anyone?

Mr. COLBY. I do.
Mr. GIAIMo. At this stage?
Mr. COLBY. I do, Mr. Giaimo.
Mr. GIAIMO. Which draws me to infer that there is very little

against the Soviet Union and Red China.
Mr. COLBY. Well, if there is very little against anybody, there is

very little against them, too, obviously.
Mr. GIAINIo. Obviously. Now then, if there is very little covert

activity against anyone, why in-the last 25 years, and at the present
day, do we need an agency involved in covert activities? Bear in
mind I find no fault with your intelligence-gathering functions and
your counterintelligence functions.

The question I have is: Does the United States have to have an
agency involved in clandestine or covert actions, andoes it benefit
us to become involved with other nations-their political structure
and so forth?

Mr. COLBY. Mr. Giainm'7we are talking about-
Mr. GIAIE O. What is so different that we now have to have an

absolute dependence on this kind of activity which by virtue of its
secrecy is so injurious or so dangerous to our American way of life
and to our American rights?

Mr. COLBY [continuing]. Mr. Giaimo, we are speaking about a point
in time when we are doing very little of this. In the 1920's we were then
enthusiastic about naval disarmament. We had just built a brandnew
battleship. We took it out off the North Carolina coast and we sank it
to show how determined we were about naval disarmament. About
that time, Secretary Stimson broke up a decoding unit, disbanded it
because lie said, "Gentlemen didn't need to read each others' mail."
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Secretary of War Stimson some 15 years later was reading all the
Japanese and German mail he could get his hands on, and he needed
that battleship. Now, my contention at the moment is that during
the days of confrontation, during the fifties and sixties, when there
was concern about whether Western Europe would be subjected to
military attack, economic collapse, or subversion, a general American
program was developed to meet that threat. It consisted of NATO,
the Marshall plan, and a great deal of covert activity for the demo-
cratic forces in Western Europe. That was successful, Mr. Giaimo.

It is not necessary today because the situation in Europe does not
require that degree of effort. We still have a NATO; we still have
economic relationships with Europe. If we should need some sub-
stantial assistance to democratic forces to Europe, I think we ought to
have the capability of doing it, under the approved authority of
our-

Mr. GIAIMO. No question.
Mr. COLBY [continuing]. Of our Government and under our con-

stitutional structure.
Mr. GIAIMO. No question- f
Chairman PIKE. The time of the gentleman from Connecticut has

expired.
Mr. Stanton, do you wish to ask-
Mr. STANTON. No.
Chairman PIKE. Mr. Dellums.
Mr. DELLUMS. Thank you, Mr. Chairman.
First, I would like to make a brief response, following Mr. Johnson's

line of questioning, with respect to the oversight of the Congress on
improprieties carried out by the CIA and other members of the intel-
ligence community. It is precisely for that reason that I have asked
for the very specific information because I think that what we are
going to find out is a rather tragic pattern where the various sub-
committees charged with responsibility of oversight are not the ones
who received information regarding the improprieties; it's individuals
who then, behind closed doors, are caught in a Catch-22 situation,
because it is in executive session, it is highly privileged information,
and in my estimation, in direct violation of the principles of the
Congress.

This is a group of 435 people. It is a group-oriented process. Yet I
think what we are going to find out, when Mr. Colby responds is that
single, individual persons in the House and the Senate were given
information with respect to these improprieties, and I think this is a
gross violation of the concept of the group-oriented process.

With respect to Mr. Hayes' question and following my questioning
regarding the reduction of force in the Inspector General's Office, I
think this is a major travesty, for the justification for that cut to be
inflation and budgetary considerations, when the CIA has a massive
staff, spread out ail over the world, with enormous potential for abuse,
the place where you decide to make some economies hap pens to be in
the Inspector General's Office, with reams and reams op abuses and
allegations and charges, I find-I find the justification for cutting
back on that Inspector General's staff, that is charged with the
responsibility of investigating and overseeing the potential for abuses,
really incredible.
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I would like to ask you, Mr. Colby, was money from proprietaries
ever transferred to your contingency fund, No. 1? And No. 2 is that
legal if in fact you have transferred profits from proprietaries to your
contingency fund for the purposes of financing other secret projects?

Mr. COLBY. It was transferred on one occasion, Mr. Deltums. On
that occasion it was discussed in detail with the oversight committee of
the two Houses in 1973. Since that time, our General Counsel has
indicated that does not constitute the entire appropriations process
and it will not be done again. It is being returned to the Treasury; any
profits will be returned to the Treasury.

Mr. DELLUMS. Does the CIA maintain a voluntary pension plan for
senior employees of your Agency?

Mr. COLBY. For any employees of the Agencywho wish to join it.
Mr. DELLUMS. Are the investment decisions for this plan made by

a committee that has access to sensitive economic intelligence?
Mr. COLBY. No. The investment decisions are made by an invest-

ment--a regular vestment broker. The committee that decides-that
runs the plan chooses the broker. From there on, all investment
decisions are made by the broker or the mutual fund, or whatever it
is, and no special information is used from CIA to effect those
investments.

Mr. DELLUMS. Do the officers of this pension plan use the CIA's
highly sophisticated computers to keep track of the stocks and bonds
and generally to optimize returns?

Mr. COLBY. The CIA does use its computers particularly to keep
note of the identification of the people who have joined the plan,
because these are people whose identities as CIA employees must be
protected. In the process they obviously have to tell what their
ownership is and what their statistical and financial relationships are.
The CIA has beexw carrying a part of the cost of running this, of the
investment process itself, in the computers. There has been a question
as to whether this should be absorbed as a cost of the running of the
plan and charged to the plan. The plan, incidentally, has lost money
in the stock market in the last year or two, along with every other
such plan in the country.

Mr. DELLUMS. You can certainly understand the thrust of my
questions.

Mr. COLBY. Yes.
Mr. DELLUMS. It is obvious you have probably one of the largest

and most sophisticated computer systems in the world, with enormous
intelligence-athering potential and for you to have investment capa-
bility it wold be a very easy thing to plug into that enormous com-
puterized data bank. It is like going to the race track and knowing
what horses are going to win alleight races. I would think if that is
the case, that would be in my estimation improper, and I would like
very much regarding those questions that you give full files, memo-
randums and data.

Mr. COLBY. I would be pleased to respond to that, Mr. Dellums.
That plan was worked out in detail before it was instituted with the
appropriate authorities of, I believe, the Civil Service Commission or
Department of Justice, or somebody, and I would be glad to explain
the details of it to you.



[The material subsequently provided in response to Mr. Dellums'
questions is in the committee files.]

Chairman PIKE. The time of the gentleman-has expired.
Mr. Kasten.
Mr. KASTEN. Mr. Chairman.
I had intended to ask a number of questions having to do with the

detailing of employees and of contacts of CIA and various agencies.
It was my understanding yesterday and our understanding in three
different telephone calls this morning that at our request you intend
to make a statement which would respond to some of the questions
I have raised over the past several days.

Mr. COLBY. I will.
Mr. KASTEN. I have a series of questions. It is my understanding

you still don't have the information?
Mr. COLBY. I have a one-page answer, and I can answer a lot of the

questions. I have some other facts here. We could either do it now or
we could do it in executive session, either one.

Mr. KASTENr. I would much prefer to at least begin in open session
because a number of these questions have already been raised in the
press. It is important, I think, to begin with the fact that the com-
mittee and I don't want to brand someone because he has been a CIA
employee to limit his employment opportunities in any agency.

Mr. COLBY. Perhaps
Mr. KASTEN. But that is not the question at all. The question is the

detailing of employees.
Mr. UOLBY. Right.
Mr. KASTEN. And the question is when a person is in an agency, for

example at the White House, and he is not identified as an employee
of the CIA. The other questions involved the informal kinds of con-
tacts that pparently exist in a number of departments throughout
the Government.

How many CIA employees are presently detailed to executive
agencies?

Mr. COLBY. Let me make a general statement on this, Mr. Kasten,
and then I can, I believe, answer the specific questions in executive
session. CIA has several different arrangements for detailing people.
One is the detailing of people to another department or to the White
House or wherever, as part of the rotation policy to let these people
have some experience outside CIA to learn what the rest of the world
is about, so that they can come back and be more efficient in CIA.

Any such detail is known to the management of that particular
agency to which it is detailed. The second level is the arrangement we
have with some departments to give our employees what is called
cover, to let them appear abroad as a member of another department
instead of appearing abroad as belonging to CIA. In some cases to
retain that cover here in the United States, in some cases to have that
cover here in the United States so that the activity will not be generally
known as a CIA activity. There are many, many of our employees
under that kind of arrangement; those are worked out with the
appropriate departments, brought to the attention of the head of the
department. They are not necessarily revealed to all members of that
department. A junior officer in an embassy abroad may not be inform-
ed as to which of his fellow workers is actually a CIA officer but thn
Ambassador will be.
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Mr. KASTEN. How about a high-level person in an agency or -a
high-level person in the White House?

Mr. COLBY. Somebody will be informed, the appropriate-in the
White House they would be informed in the normal personnel ma-
chinery. The personnel machinery would know that that individual
is the CIA agent because that would not be a cover arrangement.
That would be a rotational arrangement.

Mr. KASTEN. Isn't it a fact that there have been occasions when a
CIA man, not identified as a CIA man, working in the National
Security Council, had a role in recommending White House approval
of CIA covert action projects, and wasn't at least one such individual
a member of the same CI A covert action branch whose projects he in
fact reviewed?

Mr. COLBY. Yes.
Mr. KASTEN. I am not talking about putting somebody out for

experience; what we are talking aSout is influencing decisions from a
point

Mr. COLBY. Right.
Mr. KASTEN [continuing]. At which the other people in the room

aren't aware that this person is a member of the CIA. Isn't it a fact
that the person in the National Security Council was passing on
information that had to do with covert action projects in the CIA
and wasn't known as a CIA agent?

Mr. COLBY. Well, there are several officers who worked there, have
worked there over the years in various positions who have been CIA
officers. They certainly were identified to the management as CIA
officers. They did work in many cases in support of intelligence
activities, facilitating the movement of intelligence to the right
customers, helping to make recommendations on policy matters
dealing with intelligence matters and with CIA's covert action
activities.

Mr. KASTEN. But don't you see any conflict here?
Mr. COLBY. But in that'job the individual was learly working for

the National Security Council or whatever other post he was in.
Mr. KASTEN. Clearly, by your definition, but possibly not by the

definition of the people he is working with?
Mr. COLBY. Certainly the people le was working for knew it.
Mr. KASTEN. All right.
Mr. COLBY. Now, whether every individual he was working with

knew it, I -don't know.
Mr. KASTEN. Isn't it a fact that we have one individual, Thomas K.

Latimer, Assistant to the Secretary of Defense, and he was designated
by the Defense Department as our contact man with the Department
of Defense, this committee's contact man?

Mr. COLBY. All right.
Mr. KASTEN. He was a CIA agent, lie had been working in the

White House as a CIA agent but not i(lentified in the White House as
a CIA agent?Mr. COLBY. Oh, he was indeed identified as a CIA agent or officer
there.

Mr. KASTEN. Not, with the liaison people, the people he worked
with?
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Mr. COLBY. I beg your pardon. He was assigned to the National
Security Council staff. His CIA background and relationship were
clearly known to them at that time.

Mr. KASTEN. Right. His CIA background and relationship were
never clearly known or understood by our committee staff or our
committee until yesterday when we talked about it. I asked the
representative from the Department of Defense yesterday, and he

" said no, there aren't any former CIA people.
Mr. COLBY. Mr. Latimer today works entirely for the Secretary of

Defense, he does not work for me. He workS" and his loyalties run to the
Secretary of Defense, and his directions come from the Secretary of
Defense.

Chairman PIKE. Mr. Kasten, I can-only say you have 4 more
minutes, if you- want to use them at this particular time.

Mr. COLBY. Mr. Latimer may have been, he may still be either on
leave without pay or have some other relationship with CIA. I myself
spent 3% years assigned to the Department of State and AID not as
a cover but directly employed by them, although I was on leave
without any pay from CIA at the time. At that time my line of
authority clearly ran to the Department of State and to the Agency
for International Development, not the CIA.

Mr. KASTEN. My first question was how much CIA employees
are detailed to executive agencies.

Mr. COLBY. I would like to give that answer in executive session,
if I may.

Mr. KASTEN. How does the CIA deal with agencies other than
agencies in which you have people specifically detailed, when you have
a contact? Let's say, for example, the IRS, and the IRS is about to
pursue an investigation which it has come u)on, and it is not in the
best interests of the CIA that that investigation take place, or with
the immigration -ople, with an airplane company or whatever. Do
you have informal contacts in these agencies, or do you have formal
contacts in these agencies, when you desire to affect the outcome of an
agency action?

.\M'. COLBY. We have a formal point of contact with that agency
designated by that agency. If we have a problem with a totally new
agency we go to the top or near the top and ask with whom they would
like us to deal on that question.

We have long established working relationships at a working level
which are known to the management of that agency.

Mr. 1%AST EN. Isn't it a fact that you have informal contacts in
these agencies, and in many cases those contacts are not known or
understood by people in these agencies?

M|r. CoLiBY. No; I do not know what informal contacts, neighbor-
hood relationships and so forth, might exist around the Washington
community in various ways, but certainly in any official action goes to
an official contact known to the leadership) of that agency. There was
one excel)tion to that, which unfortunately was involved with a mail
intercel)t operation, in which we gave a certain bonus each year to one
individual in the Post Office Department which was plainly inl)roper.

Mr. KASTEN. IS it possible that a person whom you have detailed
could be in an agency long enough that the people in the agency
would not know it? In other words, at one point it was announced
and clearly known.
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Mr. COLBY. Certainly.
Mr. KASTEN. And now 10 years later the people simply do not know

because the people at the top have changed.
Mr. COLBY. The management would know it in that case. I know

of one such case, and the management knew it even though they did
make an attempt not to have it spread around too much.

Mr. KASTEN. Evidently we have examples of where not only didn't
they know, but they were surprised and shocked when they found out.
Is that because one key person desired to keep it quiet?

Mr. COLBY. One key person in that agency might have, yes.
There was a situation in which the head of an agency asked us to

help do something in his agency. We would not do that today,
quite frankly, but we did it then, but the leadership of the agency
knew about-it.

Mr. KASTEN. When a CIA employee is sent to work at an agency,
is this at the request of the CIA or at the request of the agency?

Mr. COLBY. It could be either one. It depends on the circumstances
of the case. I have asked for people to be assigned to CIA and I have
asked for people to go from CIA and I have had requests for people
from CIA.

Mr. KASTEN. What about the White House?
Mr. COLBY. Both.
Mr. KASTEN. You have had requests from the White House?
Mr. COLBY. Yes.
Mr. KASTEN. To have people come to the White House?
Mr. COLBY. To work.
Mr. KASTEN. As a CIA agent and it not be revealed to-
Mr. COLBY. Oh, no, not revealed; no, excuse me. I have been asked

whether we had a nomination for a certain job in the White House
that had something to do with intelligence. If we could turn up a good
officer who could do that job, why we would detail him to the White
House, but that there be no particular sensitivity about the fact that
he worked with CIA.

Mr. KASTEN. Thank you, Mr. Chairman.
Chairman PIKE. The time of the gentleman has expired. I frankly

was going to leave my questions to executive session, but this last
exchange has sort of intrigued me. Was Mr. Latimer detailed to the
Department of Defense to be liaison for this committee and other
committees investigating the intelligence activities at the request of
the Department of Defense?

Mr. COLBY. No; Mr. Latimer was detailed to the DOD when
Secretary Schlesinger went to the Department of Defense, because he
had gotten to know Mr. Latimer both down in the White House and
in CIA, and he thought that he was a very effective officer.

Mr. KASTEN. Would you yield for just a moment?
Mr. COLBY. Yes, I would yield.
Mr. KASTEN. That point was asked yesterday of Dr. Hall and he

gave exactly the opposite answer.
I asked that question yesterday as to whether or not he was detailed,

and Dr. Hall-we can check the record.
Chairman PIKE. Wait a minute, we are not going to do all this on

my time.
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Mr. COLBY. We may be in a term of art on the word "detail." I am
not sure.

Chairman PIKE. You said about Mr. Latimer, who is the Depart-
ment of Defense liaison with this committee, that his loyalties run to
the Secretary of Defense and not to the CIA and not to anybody else.
Are you sure that his reports go only to the Secretary of Defense-
reports about the activities of this committee?

Mr. COLBY. I assume so except to the extent that any of us coor-
dinate the activities that we conduct with this committee and others.

Chairman PIKE. Would it be conceivable that his reports would go
somewhere else without the Secretary of Defense even knowing about
it?

Mr. COLBY. Certainly if the Secretary of Defense would disapprove
that that go anywhere else, it would not go any where else.

Chairman PIKE. He couldn't disapprove if he didn't know about
the report.

Mr. COLBY. No.
Chairman PIKE. What I am asking you is: Is it conceivable that

Mr. Latimer could be reporting on the activities of this committee
to someone other than the Secretary of Defense without the Secretary
of Defense knowing about it?

Mr. COLBY. I doubt it, knowing both of the gentlemen.
Chairman PIKE. So what you are saying is that any reports which

Mr. Latimer is filing to someone else, if he is filing reports to someone
else, are with the approval of the Secretary of Defense?

Mr. COLBY. With the apl)roval or with the authority of the Secretary
in the sense that you allow your officers to do things without neces-
sarily bringing up every little question to you. I allow my subordinates
to do many things without individually referring them to me.

Chairman PIKE. I am sure that that does indeed hapl)pen, and I am
sure that that is one of the reasons that from time to time the operation
gets in some difficulty. I am going to reserve the balance of my time.

I yield to Mr. Haves.
Mr. HAYES. Thank you, Mr. Chairman.
Mr. Colby, the obvious differences between the period we now

exist in and that which you described to Mr. Giaimo are readily
apparent, and I think that using the answers that you have given,
I think it is worthwhile to point those out, that in fact during World
War II when we were discussing assassinations of Adolph Hitler

Mr. COLBY. I don't think we were discussing it at that time. I don't
remember discussing it at that time.

Mr. HAYES. Mr. Donovan came down and talked to Carter Manasco
-at least, and that is the difference. Now no one is coming down here
to discuss it with anybody. And so while a national policy is being
.debated in Congress and being discussed publicly, judgments to
destabilize judgments, can originate anywhere, and perhaps even
originate as one of those unobtrusive details about which a director
does not wish to concern himself.

Mr. COLBY. Oh, no, no, it is not that at all. I am saying that a detail
does not raise a policy question and really I am a busy man. I have
got. a lot of things to do and I do not expect every one in the agency to
come up and check every step they take with me.
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I expect to be able to define some policies and let them operate
within those policies.

Mr. HAYES. You can certainly depend on your internal audit pro-
cedures then to reveal any problems that are going on that you might
not catch at the rfaoment they are happening.

Mr. COLBY. Certainly.
-' Mr. HAYES. Even though you reduce the staff from 15 to 4.

Mr. COLBY. I have a lot of other ways of learning, knowing what is
going on in the Agency other than that one office. I have an audit
staff of, I think, around 40, financial audit staff. I have independent
links with various offices that exist there.

Mr. HAYES. You are an extremely sophisticated and knowledge-
able person. We have been talking about very rarefied areas of policy-
making. We have a difficult job as Mr. Milford pointed out in getting
some legislative hardware together on this, and I think that it seems
obvious to me that as you use terminology such as the "period of
of massive confrontation of the 1950s," and the "period of counter-
insurgency in the 1960s," all of these kinds of things are sort of appeals
to a very low level of political sophistication. And so as we talk about
trying to define where these policy decisions and extremely difficult
foreign policy decisions are going to be made, and where they are and
how we can trace those down and we, in the Congress, can have some
feel for them, you simply give us an end run by coming up that we
have really no procedures that we can look to. We have no audit staff
anymore. We have an OMB Director, who tells us that he is depending
upon those internal audit procedures, and yet we find that their task
has been cut back and cut down.

I simply make the point in order that those differentiations between
20 and 30 and 40 years ago that you were ohting out to Mr. Giaimo
and scored on him with don't just simply slip past its as credits to you.

Mr. COLBY. I don't know quite what your point is.
Mr. HAYES. I am not trying to slip anything past you. I am trying

to reflect the fact that the world has changed, the Nation has changed,
the intelligence business has changed. And the Congress has changed.

Mr. COLBY. And the Congress is changing, and my job is to try to
run the intelligence community and the Central Intelligence Agency
as well as I can, and respond to Congress in the way that Congress
wants me to respond to it. I am totally prepared to respond to
Congress.

IVr. HAYES. But you see in fact most of the policy judgments that
you have made run counter to that, because in fact when you do away
with internal auditing procedures and along with that the personnel
to accomplish those

Mr. COLBY. I did not do away with internal audit procedures, Mr.
Hayes.

Mr. HAYES. You don't say doing away with 11 people out of the
contingency of 15, and not redirecting their efforts, was an effort-

Mr. COLBY. I think that was a reasonable judgment based upon
the quality of the material that I was very familiar with, and had
read over the previous year or two. I was not impressed with its
value in determining for me any novel insights into the working of
CIA that I (lid not know otherwise. I am convinced that today I do
need more in that staff, but again the recommendation of my Inspector
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General does not mean to say to go back to reinstitute that old
procedure.

Mr. HAYES. Even though OMB may have been depending upon
the existence of that, to take your word that what was done on
certificate was done in a correct fashion?

Mr. COLBY. No; I think OMB was dependent upon many other audit
procedures we had in the Agency. The activities of the Office of
Finance, the activities of the Comptroller, the activities of the audit

.. staff, the activities of the General Counsel, the activities of the dif-
- ferent deputy directors with their direct responsibilities. There are

many other ways of finding out what is going on in that agency
other than depending on the IG to tell you.

Mr. HAYES. That is right, and we are depending on one last court
of resort here and that is you at this point, because all of those others
have disappeared.

Mr. COLBY. They have not disappeared. I have mentioned them.
They all exist. They are right there, and you will have access to those
reports of the audit staff, of the Inspector General, to the extent that
there are those. You have seen some of those. You will meet the in-
dividual Deputy Directors. You will see the reports of the General
Counsel. You will see the work of the other-the Comptroller work.
All of those processes are available for your inspection. I believe that
you will find that the Agency is very well managed indeed.

Chairman PIKE. The time of the gentleman has expired.
Mr. Johnson?
Mr. JOHNSON. Thank you, Mr. Chairman.
I want to return, Mr. Colby, to what I regard as most critical.

That is the deficiency in our oversight system within the Congress.
We were talking during the last 5-minute period that I had about the
method that you had utilized to report to the two Members of Congress
in detail and to the other two Members of Congress just in very general
terms as to the contents of the Inspector General's report of May 21,
1973.

Do you know if the details of that report were made available to
Members of Congress as those events occurred? In other words, this
report covers a long period of time.

Mr. COLBY. Yes; I think the general answer would have to be no,
Mr. Johnson. There might have been few of them that were revealed
from time to time, but I think the general answer is no, just knowing
the degree to which matters were discussed in those previous years.

Mr. JOHNSON. Why was that? As I have read through your testimony
I have seen where you have said that you personally have only been
here for a short period of time-since 1973-so I don't know if you are
even able to comment on what previous Directors did, what occurred
in their conversations and in their reporting process to the Congress.

You have indicated that you make available what is asked for.
If a man doesn't know what to ask, obviously lie is at a great dis-
advantage in trying to find something out.

Mr. COLBY. I have a further obligation that I have undertaken to my
oversight committee to tell them.

Mr. JOHNSON. I want to make clear once again that the reforms
you have initiated are worthwhile, laudable, and commendable and
the public at large when they realize the extent of them will be grateful
to you even though you are getting a lot of heat right now, but there
may be other Directors who will return to previous ways and we want
to stop that.
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Mr. COLBY. Right.
Mr. JOHNSON. There really isn't any need to go into the sensational

aspects of all this if we don't-profit by it and learn to be able to pre-
vent them in the future.

Mr. COLBY. Sure.
Mr. JOHNSON. Now, if the Members of Congress, those few Members

who were involved, did not know of these activities as they went on,
then obviously our oversight system was terribly deficient and has
been, and I want to emphasize and see that that is emphasized again
and again, so that the Congress will not object when we recommend
changes.

Mr. COLBY. On that, Mr. Johnson, I participated in the briefings of
Congress to some extent during the 1960's, and I met various Congress-
men abroad when they would visit one of our stations.

In general I think we tried to give a fair picture of what was going on.
We would go into really some detail on only some major operation,
but we tried to give a reasonable picture.

In the 1960's, for example, we gave a rather full description of what
was happening in Laos, but I wouldn't say we described every little
thing around the world.

Mr. JOHNSON. In providing some of the details that Congressman
Dellums has asked for, I wonder if it would be possible for you, in
conjunction with our staff, to prepare a calendar of events, when
things happened, such as those that are outlined in the Inspector
General's report, when they happened, who in the Congress was
informed?

Mr. COLBY. Right.
Mr. JOHNSON. How they were informed, the same thing with respect

to all of the briefings of Congress with respect to the budget. It is my
understanding that in )reparation for the 1969 budget, only one
Member of Congress was even informally briefed on it, any that
satisfied the other Members and they forgot about it. I don't know if
that is a true story or not.

\fr. COLBY. I don't know whether it is.
Mr. JOHNSON. But that is one of the things that we have an indica-

tion of what may have happened, so I wonder if it would be possible
f6r you to prepare this kind of calendar of events, when these nefarious
activities occurred and who was briefed, and when, and then whatever
happened to that information insofar as the Congress is concerned?

Mr. COLBY. Yes, Mr. Johnson, I would be glad to.
Mr. JOHNSON. That may get the monkey off the back of some of

your predecessors.
M'. COLBY. Some of the things I think we will find were reported

rather fully and some just did not reach that level.
Mr. JOHNSON. Thank you.
Chairman PIKE. Mr. Lehman?
Mr. LEHMAN. Thank you, Mr. Chairman.
I will try to be very brief because I know Mr. Colby has some other

appointment.
Will you repeat the statement you made on the Monday meeting in

regards to the role of the organization such as the CIA in the 1944
plotting against the life of Hitler? You made some statement and it is
still kind of turning in my mind.

Mr. COLBY. It was a little hyperbole, Mr. Lehman. I was saying that
I am against assassination. I do not agree with it. I think it is wrong



275

and I think it is counterproductive, and I have issued directives
against it, but I confess in the dark, backreaches of my mind I would
have very cheerfully helped carry the bomb into Hitler's bunker out
in Poland in 1944.

Mr. LEHMAN. To ursue that, in other words, at some point it
would be the proper function of CIA to participate in assassinations?

Would ou have done the same thing to Hitler in 1940, before we
ever got into war?

Mr. COLBY. No; I do not think so. I draw the distinction in that
case, Mr. Lehman, if you send young men out to die, I don't think
old men ought to be immune.

Mr. LEHMAN. Would you have participated-I am just trying to get
some boundaries of philosophy that will help me later-would you
have done the same thing to Hirohito at the same time you did to-

Mr. COLBY. Absolutely not, Mr. Lehman. Our Government took
rather extensive efforts to avoid having anything untoward happen
to the Emperor Hirohito all during the war.

Mr. LEHMAN. I think that I will just yield back the balance of my
time.

Chairman PIKE. You can reserve the balance of your time.
Mr. Colby, I understand that you have to have a meeting with the

Secretary of State. At this time, I will entertain a motion that the
committee go into closed session.

Mr. KASTEN. Mr. Chairman?
Chairman PIKE. Mr. Kasten.
Mr. KASTEN. Mr. Chairman, I move that the committee resolve

itself into executive session.
Chairman PIKE. The clerk will call the roll.
The CLERK. Mr. Giaimo?
Mr. GIAIMO. Aye.
The CLERK. Mr. Stanton?
Mr. STANTON. Aye.
The CLERK. Mr. Dellums?
Mr. DELLUMS. No.
The CLERK. Mr. Murphy?
(No response.]
The CLERK. Mr. Aspin?
Mr. ASPIN. Aye.
The CLERK. Mr. Milford?
Mr. MILFORD. Aye.
The CLERK. Mr. Hayes?
Mr. HAYES. A ye.
The CLERK. Mir. Lehman?
Mr. LEHMAN. No.
The CLERK. Mr. Kasten?
Mr. KASTEN. Aye.
The CLERK. Mr. Johnson?
Mr. JOHNSON. Aye.
The CLERK. Mr. Pike?
Chairman PIKE. Aye.
The committee is in recess until 2 o'clock this afternoon in executive

session.
[Whereupon, at 12:40 p.m., the committee was recessed, to reconvene

at 2 p.m., this same day.]
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U.S. INTELLIGENCE AGENCIES AND ACTIVITIES

Part 1: Intelligence Costs and Fiscal Procedures

THURSDAY, AUGUST 7, 1975

HOUSE OF REPRESENTATIVES,
SELECT COMMITTEE ON INTELLIGENCE,

Washington, D.C.
The committee met, pursuant to recess, at 10:05 a.m. in room 2118,

Rayburn House Office BfUilding, Hon. Otis G. Pike [chairman],
presiding.

Present: Representatives Pike, Giaimo, Dellums, Murphy, Aspin,
Milford, Hayes, Lehman, McClory, Johnson, and Kasten.

Also present: A Searle Field, staff director; Aaron B. Donner,
general counsel; Richard S. Vermeire, counsel; James B. F. Oliphant,
counsel; Peter L. Hughes III, counsel; Roger Carroll and Charles
Mattox, investigator.

Chairman PIKE. The committee will come to order.
Today we move from the intelligence-gathering activities which

are at least supposed tobe operating in gathering foreign intelligence,
to those which are gathering intelligence here in America.

Our very efficient staff has provided in the backup book a chapter
from a book, based on a conference held at Princeton in 1971, "In-
vestigating the FBI," and the title of the chapter is "The Bureau's
Budget-A Source of Power."

It starts out, "The Federal Bureau of Investigation's budget-
like the organization itself-stands unique within the Federal
Government."

[The chapter on the FBI's budget, excerpted from "Investigating
the FBI" and cited by Mr. Pike above, is by Walter Pincus. It is
printed on pages 573 to 592 of the appendix.]

I am not going to read any more of this, but it is difficult within
the domestic intelligence-gathering activities, as well as within the
foreign intelligence-gathering activities, to find out exactly how much
is being spent on gathering intelligence over American citizens.

We have today, as our principal witness this morning, Mr. Glen
Pommerening, the Assistant Attorney General for Administration,
accompanied by Mr. Eugene W., Walsh and Mr. James F. Hoobler.

We are delighted to have you here. I want you to tell us all you
can tell us about how much money you spend for gathering intelligence
over American citizens and foreign citizens who are located within
America.

(277)
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STATEMENT OF GLEN POMMERENING, ASSISTANT ATTORNEY GEN--
ERAL FOR ADMINISTRATION, ACCOMPANIED BY EUGENE W.
WALSH, ASSISTANT DIRECTOR, ADMINISTRATIVE DIVISION, FED-
ERAL BUREAU OF INVESTIGATION; AND JAMES F. HOOBLER,
DIRECTOR OF MANAGEMENT PROGRAMS AND BUDGET STAFF FOR
THE JUSTICE DEPARTMENT

Mr. PO.MMERENING. Thank you, Mr. Chairman.
I appreciate the chance to appear before you today to talk about

the Department of Justice budget as it relates to intelligence activities
and the process by which these activities are reviewed.

My comments, of course, will be based-upon my firsthand knowledge
of the process, a review of the records of my organization and its.
predecessor, and such elements of historical knowledge of the Depart-
ment as may be within my knowledge.

Part 28, subpart 0, of the Code of Federal Regulations, vested in
the Assistant Attorney General for Administration the responsibility
to supervise, direct, and review the preparation, justification, andl
execution of the Justice budget. This responsibility encompasses the.
setting of general policies and procedures for the formulation of the.
overall budget requests for the Department and for each subordinate.
organization for a given fiscal year.

Our budget, like that of most other agencies, has traditionally
reflected a "categorical" approach, organized by appropriation and
organization, so that the programs of a given organization have fallen
under one or more generalized budget "activities." In the past, these-
broad categories have not, by themselves, provided much detail on
the scope.of particular programs.

Beginning with the fiscal year 1975 budget cycle, however, the
Department took steps to initiate a more thorough form of budget
review when it initiated its management-by-objectives (MBO) pro-
gram. Under this program, all organizations provided specific objec-

- tives for all of their programs for that year.
In the fiscal year 1976 cycle, the Department integrated the man-

agement-by-objectives program with the traditional bud get process.-
This step required -all organizations to provide specific program
objectives in support of their fiscal year 1976 funding request. For-
the first time, the Department received financial data at the program.
level of detail, and all major organizations participated in an indepth

-internal hearing process with senior department officials.
The purpose of these internal departmental hearings was to ex-

plore significant policy, program, and resource issues, including those-
matters relating to the intelligence activities of the Federal Bureau.
of InvesIigation.

In carrying out thisiew program, the Federal Bureau of Investiga-
tion made the most extensive submission of data that had ever been
given the Department.

While the Department's fiscal year 1976 management-by-objectives
budget formulation and internal review process did provide a more
.comprehensive level of information to the Department's leadership,
it was evident that a more structured, programmatic perspective was
required to provide greater detail and to facilitate cross-organizational
analysis of Department programs.
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Consequently, for fiscal year 1977, the Department has developed:and implemented an MBO/budget planning system with a detailed
program budget structure which highlights over 350 specific programs,
including those dealing with intelligence gathering.

This structure enables, and indeed requires, each organization to
-describe to the Department its fiscal year 1977 plans and the level of
resources required. This system is still developmental in the sense that
this is the first year it has been tried, but we expect to refine and followtli:s basic programmatic approach in future years, at least for internal
review purposes.

In the fiscal year 1977 cycle, the FBI submitted detailed data on 42
separate programs, some of which are linked directly to its intelligence
and counterintelligence.programs. Much of this material is classified
"Secret," but the submission is the most comprehensive the FBI has

.ever submitted as part of the Department's budget review process.
The Drug Enforcement Administration reported 38 program areas

for fiscal year 1977, of which 6 related to intelligence, it noted that
DEA has a budget activity for intelligence activities. The Immigration
-and NaturalizatiQ_ Service reported 34 program areas for fiscal year
1977, of which two were related to intelligence. Other organizations
reporting programs related to intelligence activities in fiscal year 1977
:are the Criminal Division and the Office of the Deputy Attorney
General, which reported one intelligence program area respectively.

The internal review process for fiscal year 1977 continued the
,practice of extensive internal hearings oriented toward policy and
program issues.

In summary, the Department, had a basic but limited capacity to
-evaluate program and budget requests prior to 1974. Since then the
:amount of program information and analytical expertise available to
the Department has increased markedly. These changes have im-
proved the Department's ability to review programs. Although the
formal submission to the OMB and the Congress does not reflect a
,comparable level of detail, we believe that our new MBO/budget
planning system, and any subsequent refinements, will continue to
insure Department awareness of intelligence programs and facilitate
our ability to evaluate these programs and supporting budget requests.

This conclude.s my prepared statement, Mr. Chairman. Accom-
panying me today are Mr. Eugene W. Walsh', Assistant Director for
the Administrative Division of the FBI and Mr. James F. Hoobler,
Director, Management Programs and Budget Staff for the Depart-
ment. We will be happy to answer any questions we can in this session
and if you ha-ve questions related to classified material, we would be
happy to respond to them at the appropriate time. Mr. Walsh also has
,a prepared statement.

[Mr. Walsh's l)repared statement follows:]

STATEMENT OF MR. EUGENE W. WALSH, ASSISTANT DIRECTOR, ADMINISTRATIVE
DIVISION, FEDERAL BUREAU OF INVESTIGATION

Mr. Chairman and members of the committee, the opportunity to appear before
this committee is appreciated and I will do my best to respond fully and accurately
to questions regarding the FBI's budget and programs.

While the FBI has submitted its budget request to the Department in a pro-
grammatic form only since the'fiscal year 1975, it has always submitted its requests
in strict conformance with Office of Management and Budget circular A-11 as do
other agencies. This circular sets forth very detailed instructions concerning the
preparation and submission of budget estimates.

S
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However, extensive detail was provided in testimony before the Office of Man--
agement and Budget and congressional Appropriations Subcommittees with re-
gard to the various FBI programs. Prior to the hearings for fiscal year 1975, the
congressional appropriations hearings were held in executive session. Former
Director Hoover customarily gave a portion of his testimony off-the-record when
counterintelligence or other highly sensitive matters were discussed. At the con-
clusion of the open hearings held by the House Appropriations Subcommittee in
connection with the fiscal year 1976 request, an executive session was called by
the chairman to permit a discussion of counterintelligence and other similarly
sensitive matters.

The FBI has always been willing to answer-any inquiries by the Appropriations
Committees or any other congressional committees concerning its programs or its
use of funds. During the course of this present hearing, Mr. Chairman, should
sensitive questions of a classified nature involving national security be brought up
for response or discussion, I would request that this be done in executive session 3.

Chairman PIKE. Let us start with the basic question as to classified
material. Who classifies it?

Mr. POMMERENING. Materials we receive are classified by the
Federal Bureau of Investigation.

Chairman PIKE. Are they classified by the Director of the Federal
Bureau of Investigation or are they classified at some lower level?

Mr. POMMERENING. I believe they are classified at a lower level but
Mr. Walsh could better respond to the question.

Chairman PIKE. Who classifies the budget "secret?"
Mr. WALSH. In this particular response, Mr. Chairman, I acted as

the classification officer, and it bears my number, No. 9.
Chairman PIKE. Now, what is there about the budget of the FBI

that requires it to be secret?
Mr. WALSH. Mr. Chairman, there is nothing about the total budget

that requires it to be secret. The only classification
Chairman PIKE. All right, then what is the total budget of the FBI?
Mr. WALSH. The total budget of the FBI, Mr. Chairman, for fiscal

year 1975, amounts to $449,546,000.
Chairman PIKE. Roughly $450 million?
Mr. WALSH. That is right, sir.
Chairman PIKE. Now, of that total amount, can you tell us how

much is classified "secret?"
Mr. WALSH. I can't tell you exactly, Mr. Chairman, but the idea of

the classification is-
Chairman PIKE. You mean you can't tell us because you don't

know or you decline to tell us in open session?
Mr. WALSH. No, sir. What I mean is, if I may have an opportunity

to explain in my own way, what we are seeking to (1o is not to reveal
the specific resources and manpower committed to counterin-
telligence-

Chairman PIKE. I understand that, but I am not asking you
specifically about resources and manpower. I am asking you for the
number of dollars as to which you can't give us any details. How much
of that $450 million FBI budget is secret?

Mr. POMMERENING. Mr. Chairman, in our interpretation of the
budget submission we have received from the FBI and the classifica-
tions that have been applied to them, the amount that we consider
in one way or another constrained by classification is $82,488,000,
which is for fiscal year 1975.

Chairman PIKE. Of the amount which is not classified, how much is
dedicated to gathering intelligence?

.. 1
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Mr. POMMERENING. None.
Chairman PIKE. So all of the money which is dedicated to gather-

ing intelligence falls within the secret budget?
, r. POMM.NERENING. 'Phat iscorrect.
Chairman PIKE. Is all of the money within the secret budget dedi-

cated to gathering intelligence?
Mr. POMMERENING. My interpretation of the budget submission

is that the answer is yes.
Chairman PIKE. Now, tell us why the amount of money-well, I

guess it isn't secret any more because you have now told us how much
of it is secret, so that is no longer a secret.

We have got $82 million worth of "un-line-itemed" expenditures
for the gathering of intelligence.

Does the GAO audit these expenditures?
Mr. POMMERENING. Yes; they do.
Chairman PIKE. On a complete line item basis whenever they want

to without any restrictions?
Mr. WALSH. May I respond to that, Mr. Chairman?
Chairman PIKE. Certainly.
Mr. WALSH. Before I do, I would ask your leave to clarify one

statement. I am not positive that the $82 million figure mentioned
by Mr. Pommerening includes intelligence gathered in the field of
organized crime.

I would have to check that to make absolutely certain but I feel
that type of intelligence is not included in the figure that Mr. Pom-
merenmg mentioned. f

Chairman PIKE. Are you saying what we spend for intelligence
against organized crime is not secret?

Mr. WALSH. It isn't secret in the category of the national defense
or security category, but it would certainly be harmful to our effort
I would say, Mr. Chairman, if organized crime were aware in specific
detail-

Chairman PIKE. I don't have any trouble agreeing with you; all I
am trying to find out is, is the $82 million figure secret intelligence-
gathering activities of the FBI which have nothing to do with organized
crime?

Mr. WALSH. Mr. Pommerening has advised me that the entire
intelligence effort is included in the $82 million and I stand corrected
on that.

Chairman PIKE. Mr. McClory?
Mr. MCCLORY. You say that the GAO has reviewed the budget

of the Department of Justice and the FBI, and if so, where is the
GAO report? Is that available to us? May we have a copy of that?

Mr. WALSH. If I may explain, Congressman/McClory, I have some
exact data here on the extent of their audit aid it is as follows:

During the past 15 years the General Accounting Office has con-
ducted two separate site audits relating to an examination of the
Bureau's payroll records.

On January 18, 1964, an audit of payroll records covering the period
June 1, 1961, through January 18, 1964, was completed.

On August 3, 1972, GAO completed an audit of payroll records
covering the period January 19, 1964, through January 8, 1972.

Mr. MCCLORY. They have really never audited the expenditures
of the FBI, have they?
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Mr. WALSH. For the record, if I could add one additional thing,
with regard to the GAO audit of voucher records, three separate site
audits have been made during the past 15 years.

In January, 1965, GAO completed an audit of all voucher and re-
lated records for the fiscal years 1961 through 1964.

In May 1969 their audit covered the fiscal years 1965 through 1968
period and in April 1972, GAO audited these records covering fiscal
years 1969 through 1971. That is the extent of their audit except for
what is going on at the present time.

Mr. MCCLORY. The FBI refused access to GAO for auditing their
expenditures. How about the secret funds, the intelligence funds?
They haven't been audited by the GAO, have they?

Mr. WALSH. No; Mr. Congressman, they have not specifically
audited funds for intelligence.

Mr. MCCLORY. How many people worked on the FBI budget?
Mr. PO.MMERENING. Mr. Chairman, I think that is a question for

me. Mr. Walsh, of course, has an extensive staff assisting him in the
preparation of the budget submissions of the FBI.

The staff which is available to me in budget preparation for the
entire Department is 53 in number.

Mr. MCCLORY. How many do the FBI?
Mr. POMMERENING. There are a total of five analysts assigned to the

Federal Bureau of Investigation.
Mr. MCCLORY. How many OMB personnel really go into the FBI

budget?
Mr. POMMERENING. The Office of Management and Budget, I

understand, has seven people whose responsibility includes the entire
Department of Justice and the entire Department of the Treasury.
They only have one person that I know of with the FBI.

Mr. MCCLORY. Now, did the former Director, J. Edgar Hoover,
defend funds that were available to him separately for his personal
investigations, or his personal files that he maintained?

Mr. WALSH. To my knowledge, sir, he did not.
Mr. MCCLORY. Would that be covered in any fiscal report, any

budgetary report?
Mr. WALSH. I don't know that it would be covered anywhere, Mr.

MlcClory. I just have never heard this situation raised.
Mr. MCCLORY. How about the program of Cointelpro? Are you

familiar with that?
Mr. WALSH. I am familiar with that, sir, in a very general way. It

was never under my supervision-
Mr. MCCLORY. Was that program presented to the Appropriations

Committees of the House and the Senate, and appropriations spe-
cifically designated for'that program?

Mr. WALSH. The Cointel program, as I -understand it, was discussed
off the record by Mr. Hoover before the House Appropriations Com-
mittee, on at least six occasions.

Mr. MCCLORY. That would be a program that would go into the
secret, unaudited funds, would it not?

Mr. WALSH. That program, sir, was not separately funded. There
is no fund specifically assigned to what you are referring to as the
Cointelpro.

Mr. MCCLORY. Are the funds for those purposes discontinued, at
the present time, do you know?



Mr. WALSH. That program has beeh discontinued.
Mr. MCCLORY. My time is already up. Thank you.
Chairman PIKE. 1. Dellums?
Mr. DELLUMS. Mr. Chairman, I request unanimous' consent to

reserve my time.
Chairman PIKE. Mr. Murphy?
Mr. MURPHY. How are the covert programs in the FBI currently

reflected in the budget?
S Mr. PONMMERENING. Mr. Murphy, the way the budget. is submitted

through the Office of Management and Budget and to the Congress,
the funds which are used for intelligence purposes are included under
the category Security and Criminal Investigations and Field
Investigations.

Mr. MURPHY. Is any of this money ever transferred to other
agencies?

Mr. WALSH. No, sir.
.Mr. MURPHY. Could you tell us how much money was spent last

year on electronic surveillance?
Mr. WALSH. I do not have that information, Mr. Murphy. I would

regard it, as being confidential in the interests of national security. I
would say if this committee required that information, we could
obtain it and submit it but I do not have that information.

Mr. MURPHY. I wish you would submit it. We do require it. Would
You please submit it to the committee?

[The information requested by Congressman Murphy will be
printed in the appendixes of the November 18, 1975, hearing.]

Mr. MURPHY. Let, me know if you use any other intelligence,
garnered through electronic surveillance, from any other agency. In
other words, does the NSA or the Central Intelligence Agency, do they
let you share information they receive through electronic surveillance,
or any other method in which they get it?

Mr. WALSH. If I may preface my response, Mr. Murphy, I am not
an expert in this field.

Mr. MURPHY. To whom should we address these questions?
Mr. WALSH. That particular question would be within the realm of

the responsibility and knowledge of Assistant Director Wannall. I
know in a general way, Mr. Murphy, that all agencies in the intelli-
gence community share intelligence information.

Mr. MURPHY. Did our staff indicate to you that, we might get into
these areas before your appearance here today?

A1ir. WALSH. Not this particular area; no.
Mr. MURPHY. Any of you gentlemen? Your answer is no?
Mr. POM.0MERENING. No.
Mr. MURPHY. Do you maintain a central registry of informants'

names?
Mr. WALSH. Yes, we do, Mr. Murphy.
Mr. MURPHY. Mr. Chairman, I am going to reserve what time I

have left and pass at this moment.
Chairman PIKE. Mr. Aspin?
Mr. AsPIN. Thank you, Mr. Chairman.
Are any of you gentlemen the kind of person who could give us some

opinions about the current status of wiretapping and what is legal and
what is not legal? Is that in your purview?
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Mr. WALSHE. It is not in mine, Mr. Aspin.
Mr. ASPIN. Do you know, for example, does the FBI or the Justice

Department provide information to the NSA and ask the NSA to help
in conducting surveillance? I am thinking particularly of the NSA's
wiretap operations. Do you provide input for them on those?

Mr. WALSH. I honestly can't respond to that because of lack of
knowledge, Mr. Aspin. It is not in my field and I really don't have that
information.

Mr. AsPiN. Could you tell us about the $82 million in the budget?
Give us broad categories as to what that goes to. What are the differ-
ent things for which that money is spent?

Mr. POMMERENING. Mr. Aspin, the subcategories of that item-and
I hasten to add that these are not all secret funds-the security classi-
fication is applied to the total, to eliminate the possibility, by sub-
traction, of isolating the figure which is the figure sought to be
protected.

The program activities which are included in that category are, in-
ternal security, counterintelligence, and intelligence-broken down
into general criminal, organized crime, internal security intelligence,
and counterintelligence.

Mr. AsPIN. Can you tell us broadly within that-are there any
numbers that can be released about how much is spent on those things?

Mr. POMMERENING. That is the problem we have, Mr. Aspin. If we
release some, by the process of elimination

Mr. AsPIN. Which is the biggest? Can you give me an order of
magnitude of how much is spent?

Mr. POMMERENING. There are three of them that are at about the
same level.

Mr. AsPIN. Can you tell us which three those are? Are those the
three largest?

Mr. POMMERENING. Internal security, counterintelligence, and
intelligence with its subcategories, are all-

Mr. ASPIN. Are all three about the same?
Mr. POMMERENING. That is correct.
Mr. ASP IN. What is the difference between internal security and

counterespionage?
Mr. POMMERENING. In general terms-and, of course, the interpreta-

tion of these definitions, in large part, must rest with the operating
agency which must assign costs and man-years between them. Under
the internal security category-general guidelines-we have violation
of constitutional rights, including civil rights; problems of terrorism,
and problems of anti-Government activity.

Mr. AsPIN. Counterespionage would be what?
Mr. PO.MMERENING. In counterintelligence, we have the general

problems of reviewing and being aware of intelligence activities of
other nations, and attempts to assess the extent of them and to take
appropriate measures to deal with them.

Mr. ASPIN. If you did wiretaps, for example, they might be under
any of those?

Mr. POMMERENING. Yes.
Mr. AsPIN. As the cost of a particular wiretap connected with it,

it would fall under the category of whatever it was, espionage, or there
might be an internal security wiretap; is that right? -

Mr. POMAIMERENING. Yes.
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Mr. AsPIN. Mr. Chairman, my time is up.
Chairman PIKE. Mr. Kasten?
Mr. KASTEN. I want to go back to a question Mr. McClory raised.

How was Cointelpro reflected in the FBI budget?
Mr. WALSH. Mr Kasten, there is no such program at the present

time.
Mr. KASTEN. How was it reflected in the FBI budget? It is my

understanding it was not reflected in the FBI budget. Is that your
understanding?

•,M,& WALSH. Yes, sir. It was part of a general category of field
investigations. "

Mr. RASTEN. If another program like that were instituted today
or tomorrow, would it be reflected in the budget under the new
procedure, under the new format, or would it still be not listed? Would
it still be completely hidden?

Mr. WALSH. It would have to be reflected in the material that we
submit to the Department of Justice, specifically to Mr. Pommeren-
ing's organization, but I don't believe the formal budget submission
has been adjusted by Congress to require, or reflect, that type of
information.

Am I correct on that?
Mr. POMMERENING. Yes.
Mr. KASTEN. In fiscal year 1976 how many FBI personnel were

stationed abroad?
Mr. WALSH. From recollection, sir, I would say 83, subject to cor-

rection of one or two employees.
Mr. KASTEN. It could be there were 77-54 legal attaches and 43

support people?Mr. WALSH. That would be approximately correct.

Mr. KASTEN. About how much money do you think these people
cost?

Mr. WALSH. I don't have that, sir, but I can easily obtain it.
Mr. KASTEN. Would $4.2 billion be it?
Mr. WALSH. That does sound reasonable, sir; yes.
Mr. KASTEN. I want to ask some questions about the activities of

the FBI abroad. Would you characterize a program to insure-I am
quoting from a report that you prepared-"a program to insure a
constant and prompt exchange of information" a form 'of intelligencegatherin ?Mr. ELS. I think it could be so characterized.

Mr. KASTEN. If this were done overseas, would it not be a form of
foreign intelligence gathering?

Mr. WALSH. I think, Mr. Kasten, it depends on your definition.
We are not operational in any way whatsoever abroad. We must rely
on what our counterparts impart to us

Mr. KASTEN. That quote "program to insure a constant and prompt
exchange of information" which you agreed was a form of intelligence
gathering, was extracted from the budget justification for the FBI
legal attach program. That is page 117 of the fiscal year 1977 spring
planning call.

My question is, why isn't the legal attach6 program simply called
"foreign intelligence"?
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Mr. WALSH. Primarily, Mr. Kasten, because that would constitute,
I would say, a minor portion of their responsibilities. A great'deal of
their efforts go into an exchange of criminal information and searching
out of information, regarding fugitives who are abroad and things of
that nature. I ..

Mr. KASTEN. You saidI it would be a minor part of their
responsibilities. Could you define further that minor part of their
responsibilities. The foreign intelligence part of the legal attach re-
sponsibilities, which you said was a minor part? Exactly what is that?

Mr. WALSH. You take the normal legal attach(! office, it has only
one or two agents assigned. That office has the responsibility of
maintaining liaison with the top law enforcement agencies in the
entire area under its jurisdiction.

Mr. KASTEN. There is a portion which you would describe as foreign
intelligence; is that correct?

Mr. WALSH. It could be so described, Mr. Kasten; yes, sir.
Mr. KASTEN. In the spring planning call of'fiscal year 1977, I have

a question about an informant classification of '$413 million. Why
was this listed under Object Class 212, "Travel and Transportation
of Persons," this year where in )revious years it was listed under a
category called Other Services? Why are you making this change? It
makes it hard to follow if you keel) cuttingg the numbers in different
categories.

Mr. WALSH. What happened there, Mr. Kasten, if you will give me
a moment to refer to this, historically, payments to informants were
carried in the FBI budget under Object Classification 21, entitled
"Travel and Transportation of Persons."

Beginning with fiscal year 1977, it was decided in conference with
the Department of Justice that it would be more appropriate, if it
were set forth under Object Classification No. 25, which is Other
Services.

Mr. KASTEN. My question was, what are you doing here? Do you
just think it is more appropriate?

Mr. WALSH. What happened, sir, in the past fiscal year, the Congress
restricted travel by statute during the middle of the fiscal year and
the interpretation that we placed on that was a very strict one and
we construed it to mean that any expenditure by the FBI under
Object Classification No. 21 had to be restricted by that congressional
enactment.

Chairman PIKE. The time of the gentleman has expired.
Mr. Milford?
Mr. MILFORD. I will reserve my time, Mr. Chairman.
Chairman PIKE. Mr.-Hayes.
Mr. HAYES. Thank you, Mr. Chairman.
I wonder if either of you, or anybody, is prepared and can discuss

with me the method of budgeting and the procedures that were used
in the Mississil)pi civil rights investigation and the ultimate civil
rights prosecutions, particularly the one in Philadelphia, Miss.,
involving the murder of civil rights workers and the penetration of the
Klan there. Do you 'happen to know how those budgets were allo-
cated, how the funds were-

Mr. WALSH. I may be able to give a partial response.
Mr. HAYES. Maybe you can submit that, if you can't discuss it now.
None of you are familiar with that area, how it was done?
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Mr. WALSH. If I may give a partial response, sir. There Would
have been no specific budgeting for that.

Mr. HAYES. Under your organization chart here, would it not
be in the Internal Security Branch? Would it have been in the "IS-I"
section?

Mr. WALSH. No, sir, Congressman Hayes, that type of investigation
was supervised in another part of the FBI, the General Investigative
Division.

[The organizational chart of the FBI is printed facing page 397 of
the appendix.]

Mr. HAYES. Is that a common I)ractice to have something operate
out of your Intelligence Division, yet being supervised from another
branch?

Mr. WALSH. No, sir. What I meant to convey was that civil rights
can be construed as both a criminal violation and an internal security
type violation. For a long time, all civil rights cases were investigated
out of the General Investigative Division.

We had a whole section, and still do have a whole section, in the
General Investigative Division, devoted to that type of activity.

Mr. HAYES. So that General Investigative Division may have used
part of its funds, then, for what,, in essence, can be described-at
least according to your functional organizational chart-as an in-
telligence activity?

Mr. WALSH. Absolutely, sir.
Mr. HAYES. Penetration of an organization like the Ku Klux Klan

or any ad hoc group like that?
Mr. WALSH. Absolutely. Yes, you are correct.
Mr. HAYES: Would those funds in the other branch have been

confidentially held and not, for examl)le, allocated after having been
testified to before the Appropriations Committee?

Mr. WALSH. There was no testimony, Mr. Hayes, required, as to
that type of funding. Testimony would have been in general terms. I
cannot recall ever being required to testify with that degree of
specificity.

Mr. HAYES. Let me discuss at, this point, then, in terms of funding
the items for the intelligence division's work and particularly that,
part outlined as the "IS-I" section which has to do with black and
American Indian extremists and white hate organizations and indi-
viduals, extremist Spanish-American activities, civil unrest and acts
of violence, extremist informants. Now, the funding for that particular
operation, is that a hidden budget item, or do you have a line item
listed like that?

Mr. WALSH. We don't have a line item, Mr. Hayes, but I don't
regard it as hidden funding. It is simply that in presenting our budget,
for congressional approval, there has not been a requirement to specify
with that degree of particularity, all of the expenditures of the FBI.

If that were done, sir, I submit the FBI budget would be hundreds
of pages.

Mr. HAYES. I don't want to quarrel with you about it. You may be
right. It may be 9,000 pages.

Is it a matter to which you testify as to what kind of operations
and programing you intend to carry out under that section when you
go down and testify? Do you testify in closed hearings on that item?
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Mr. WALSH. No, Mr. Hayes, the type of testimony is published.
I have here a reprint of the 1976 testimony before the House Subcom-

.*mittee on Appropriations.
Mr. HAYES. I understand. Have you ever confidentially testified-

.1 am not asking about the substance of it-have you ever confidentially
testified as to what type activities you carry out under that section,
to a committee of Congress?

Mr. WALSH. I have no recollection that that was done.
Mr. HAYES. Has anybody?
Mr. WALSH. I couldn't say 100 percent that it was not, but I have

no recollection or knowledge that it was done.
Mr. HAYES. Thank you.
Chairman PIKE. Mr. Johnson.
Mr. JOHNSON. Thank you, Mr. Chairman.
I think, Mr. Walsh, you testified that the organized crime portion

of the budget was included in the $82 million that was kept secret;
is that correct?

Mr. WALSH. Mr. Johnson, that was organized crime intelligence to
which reference was made.

Mr. JOHNSON. Why would that be regarded as an intelligence-
gathering activity, and why must that be kept secret? The amount
you spend-

Mr. WALSH. It would provide some assistance to those elements in
-organized crime which we are attempting to counter, if they knew
exactly how much money was being committed for intelligence gather-
ing and exactly how much manpower was being committed by the
FBI to counter the threat which organized crime imposes upon this
country.

I think that information would lie extremely valuable to them.
It is not classifiable as national security information, but I do

believe it should not be publicly revealed.
Mr. JOHNSON. That is the justification for its not being published;

is that right?
Mr. WALSH. That is it, sir; yes.
Mr. JOHNSON. Who classifies that? Who makes the determination

it should be classified?
Mr. WALSH. We made that determination in executive conference

of all the assistant directors, and the Director, and it is a matter of
policy that the FBI's position is that should this information be
revealed publicly, it would be a source of comfort to organized crime
figureswhose activities-

Mr. JOHNSON. You, yourself, made that determination even though
you admit it is not a matter of national security.

Mr. WALSM. That is exactly right.
Mr. JOHNSON. Did any Members of Congress object to that, as far

as you know?
Mr. WALSH. No, sir.
Mr. JOHNSON. Did they ever question you about it, as far as you

know?
Mr. WALSH. No; not as far as I know, sir.
Mr. JOHNSON. Which committee of Congress do you report to

regularly?
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- Mr. WALSH. We have no procedure for reporting regularly to any
committee of Congress, Mr. Johnson. We appear once a year before
the House Subcommittee on Appropriations and once a year before
the Senate Committee on Appropriations and that is the extent of
regular appearances.

Mr. JOHNSON. How long do you generally testify before those
subcommittees?

Mr. WALSH. Three hours, four hours, something like that, sir.
Mr. JOHNSON. During that period of time do they really get into

your activities? They obviously cannot; can they?
Mr. WALSH. The various Congressmen have particular items in

which they are interested and they question the Director, who is the
principal ,witness concerning those items of interest to them, in addi-
tion to what we have submitted in writing.

Mr. JOHNSON. Has there ever been a detailed investigation by the
Congress as to why you have classified this various information?
Have they ever asked you to justify the amounts that are spent and
kept secret from the public, with respect to just the intelligence
designation of organize crime?

Mr. WALSH. No, Mr. Johnson. To my knowledge we had no con-
versation with the Congress on that subject.

Mr. JOHNSON. Have you ever been before the Judiciary Committee
and explained your activities in detail so they- can analyze your
programs and activities?

Mr. WALSH. I have not, sir, but at the direction of the Judiciary
Committee we are currently undergoing a rather extensive audit by the
General Accounting Office.

Mr. JOHNSON. Nut so far as you know, there have never been any
appearances before the Judiciary Committee explaining in detail the
intelligence gathering activities and everything designated as intelli-
gence.

Mr. WALSH. No; I believe those hearings will be forthcoming,
Mr. Johnson.

Mr. JOHNSON. When was the last time they had any hearings like
that, if you know?

Mr. WALSH. I don't know.
Mr. JOHNSON. Not since memory of man goeth to the contrary?
Mr. WALSH. I just don't know of any. -
Mr. JOHNSON. In effect what you are saying then is that there has

been no congressional investigation, no congressional knowledge. Not
necessarily as a result of the FBI trying to hide anything, but just
because the Congress has not looked into it?

Mr. WALSH. What I am saying, sir, is that we have made our budget
presentation each year in accordance with statute and-

Mr. JOHNSON. You indicated that your budget, though, is in very
broad, general terms.

When you have your budget presentation, how many line items are
there?

Mr. WALSH. I think that term "line item," Mr. Johnson, is some-
times misunderstood. We do not have a line item budget as such. We
have program activities under which we budget and they are five in
number: Security and criminal investigations, identification by finger-
prints, criminal and scientific laboratory, training, and general
administration.
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You could refer to those as line items if you wanted to, but those
are the items under which we have been reporting traditionally and
still will be reporting, as I understand it.

Chairman PKE. The time of the gentleman has expired.
Mr. Lehman?
Mr. LEHMAN. Thank you, Mr. Chairman.
The four main areas are intelligence gathering, organized crime,

general criffe, internal security, and counterespionage?
Mr. WALSH. Yes, sir.
Mr. LEHMAN. For the sake of understanding what these mean, in

which of these categories would the Patty Hearst case fall?
Mr. WALSH. That would be a general investigative activity.
Mr. LEHMA,. None of these?
Mr. WALSH. No, sir.
Mr. LEHMAN. For instance, how about the Jimmy Iloffa case:

would that fall into these categories?
Mr. WALSH. No, sir, it wo 1(1 not.
Mr. LEHMA.'. Do you wiretap and have electronic surveillance in

all these four areas, I just mentioned?
Mr. WALSH. I will have to review that again.
We do have in the organized crime field wiretaps under title I1.

These are wiretaps, which are pursuant to warrant, authorized by
title III.

There are very few that would be utilized in the general crime area
and they would' be within the prescribed boundaries of the statute.

In the field of internal security, to my knowledge, there are none,
but I must state I am not the Bureau's expert on that and as to counter-
espionage, we have had in the past, and possibly do today-I can't
speak authoritatively on that.

Mr. LEHMAN. Ye'o are not sure whether you have wiretaps or not
on internal security?

Mr. WALSH. I am quite ('ertain that we do not.
Mr. LEHMAN. Do you have any wiretaps on any kinds of classifica-

tioi other than these particular four? For example, political dissidents
or the enemny's list from the last administrat ion.

Do you do any wiretaps other than in these particular four
categories?

leF. W.,LsI. I know of none, Mr. Congressman.
Mr. LEHMAN. Have any wiretaps beei placed on the Hill, for

in-stac(.e? Are there any FBI wiretaps on Capitol Hill in congres-
si(mJial offices or offices related thereto?

.Mlr. WALSH. Absolutely not.
M r. GAIMO. Will the gentleman yield?
Mr. LEHMAN. 1 yield.
Mr. GiAIMO. Would vou know if there were?
M'. WALSh. Mr. Congressman, this is not my field
Mr. GiAIMO. That can be answered easily. You either would or

wouldn't know. My suspicion is you would not know.
Mr. WALSH. If we are seeking an answer as to a legally consti-

tuted
Mr. GIAIMO. Would( you know if in fact, there are wiretaps on

Capitol Hill today? Can you assure us that there are not?
Mr. WALSH. All I can assure you, sir, is that to my knowledge there

are not but it is not my field.
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Mr. WALSH. Legally speaking that is true.
Mr. LEHMAN. What r am trying to find out is, if there were, can

you give me any legal authority for such wiretaps?
-- Mr. WALSH. No, sir. I just am not the expert in that field. I regret
I can't answer you question. I am not prepared to do so.

Mr. LEHMAN. If there were wiretaps in the Hill, or in any offices on
the Hill, would they be illegal wiretaps under any legal authority,

' which you would know?
Mr. WALSH. I just cannot address myself to that question, sir.
Mr. LEHMAN. I yield bak the balance of my time.
Mr. GIAIMO. I am a little confused as to the thrust of your testimony,

Mr. Pommerening. Recently you said that heretofore there was no
need for the type of specificity, then you said there were no procedures,
and then I understood you to say in response to questions of conges-
sional oversight, that there were 3- or 4-hour hearings on your budget.

I have served on the Appropriations Committee since 1963, which is
quite a long time. Since that time I have formed certain conclusions.
One of my conclusions was that the FBI had a very sacrosanct budget,
which truly did not receive any kind of congressional oversight or
or congressional scrutiny.

Was I wrong in that conclusion and assumption?
Mr. WALSH. I didn't play a-

IR. GIAIMO. I understand you didn't but you have been in the
Justice Department and I suppose you have been for some years, and
you are familiar with the budget.

Mr. WALSH. I represent the FBI, sir, and I am Milr. Walsh, rather
than M1r. Pommerening. I just wanted to make sure who you want
to answer the question.

Mr. GIAIMO. YoU.
Mr. WALSH. And the question is?
Mr. GIAIMo. On the adequacy of oversight by Congress of the

FBI's budget you said there wa.s no need for specificity; procedures
were few and far between.

Is it not a fact that, for the first time the Bureau's budget is really
beginning to be looked at by Congress like other budgets? Hasn't
the Bureau's budget really been treated specially as a practical matter
by Con gress? I don't think that is a straJge fact to the American
people, but I would like to hear your comment on it.

Mlr. WALSH. I think that the testimony of former Director Hoover
was given great weight by the members of the Appropriations
Committee.

Mr. GEAIMN1o. It certainly was, it certainly was.
Mr. WALSH. That is my response to ihe question. I believe his

testimony was given great weight by the members of the Appropria-
tions Committee.

Mr. GIAIMo. Does that explain the reason why there was very little
congressional oversight or very little need for specificity or l)rocedural
developmentt in the budget of the FBI?

Mr. WALSH. Our budget, sir, was submitted in-eompliance with
OMB guidelines in their circular, A-i1. It went right down the line.

Mr. GlAI.1o. I think you have answered the question.
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In response to a previous question, did I understand clearly that
the reason for secrecy in your budget was primarily, and almost
practically, so that organized crime could not take comfort from the
budget flures?

Mr. WALSH. No, sir, that was a side issue. The principal reason is
that in our counterintelligence effort, we feel it would be a source of
comfort to our adversaries if they know the number of employees and
the financial resources being committed to the counterintelligence
effort.

Mr. GIAIMO. Now define "adversaries" for me because an adversary-
could be anyone charged with a crime in the United States.

Mr. WALSH. In this instance we define adversaries as the members
of foreign intelligence gathering organizations who are directed' against
the United States.

Mr. GIAMO. I am referring to that prior colloquy that you had with
Mr. Kasten. I believe it was about organized crime taking comfort
from having a knowledge of your secret budget figures.

Mr. WALSH. Yes, sir. We have a program to combat organized
crime, and it is well known and it has been testified to that we do have
such a program and it is my feeling that should a specific number be
publicized as to the agent manpower and financial resources being
committed to that program, it would pro-vide a source of comfort to
organized crime figures. That is all I meant in that regard.

V'Mr. GIAIMO. Mr. Chairman, I reserve the balance of my time.
Chairman PIKE. Mr. Field?
Mr. FIELD. Thank you, Mr. Chairman.
Mr. Walsh, I would like to get into the area of duplication and how

good some of these programs are. I would like to begin with the
counterintelligence program.

How much of the $82 million budget goes to counterintelligence? Is
there an approximate figure you could give us?

Mr. WALSH. This is just the thing, Mr. Field, that I asked relief
from answering on the ground-

Mr. FIELD. Let us say it is substantial portion of the budget. In
fact I think one of the things the staff was most amazed by is that it is
a large part of your intelligence budget.

Does this include overseas authority? In other words, can you do
some counterintelligence overseas?

Mr. WALSH. No, sir, we are not operational overseas.
Mr. FIELD. You have no counterintelligence overseas.
Mr. WALSH. You get to a question of definition, Mr. Field. If the-

chief-
Mr. FIELD. May I interrupt for a second?
Your own program description indicates that you do.
Is that wrong?
Mr. WALSH. No, sir, it is a question of definition, as you see it.
Mr. FIELD. I would like to go into the kind of jobs we do here.
How many foreign agents are there in this country?
Mr. WALSH. I haven't any idea, Mr. Field and I don't think any-

body else does.
Mr. FIELD. In other words we spend all this money but we don't.

really know how many people are out there? Do we have even an
approximate idea within a couple thousand?
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Mr. WALSH. I think there are estimates, Mr. Field, ranging up ag
high as 40 percent of the official establishments of some foreign
governments.

Mr. FIELD. I thought the range went from 35 and in some cases
even up to 80 percent. Nevertheless it is a lot of people. Thousands
and thousands of people. I

I will tell you why I raise this: We have seen an enormous effort
made to keep our staff and keep this committee from finding out even
fundamental things like the budget of our intelligence community.

I am tring to figure out how much effort we have put into actually
keeping the so-called enemy from finding out these things.

How many of these thousands and thousands of foreign agents where
you have spent millions and millions of dollars and thousands and
thousands of man-years to catch-how many have you caught? In the
last 6 months, let's say.

Mr. WALSH. Mr. Field, as I indicated to the gentlemen of the com-
mittee, here, I am not the Bureau's expert in this field

Mr. FIELD. Have you a rough ball park idea? Have you caught,
let's say, two?

Mr. WALSH. I don't have a rough ball park-
Mr. FIELD. Have you caught three out of these thousands?
Mr. WALSH. I can't address myself to that.
Mr. FIELD. Are you aware that the CIA, the DIA, the Army, the

Navy, the Air Force and NSA, all have their counterintelligence
programs?

Mr. WALSH. I haven't acquainted myself with their programs, sir.
Mr. FIELD. Perhaps I can help coordinate the intelligence com-

munity, here.
Do you know how much they spend?
Mr. WALSH. No, sir, I haven't the slightest idea.
Mr. FIELD. Do you know if the CIA spends more than you do?
Mr. WALSH. I would certainly think so.
Mr. FIELD. We could again perhaps help you. I will have the staff

afterward, if you like, give you some idea of what they are spending
because it might help.

Do you know how many they have caught?
Mr. WALSH. I haven't the slightest idea.
Mr. FIELD. Do they tell you what they are doing in general terms,

even?
Mr. WALSH. We have liaison with them, Mr. Field, but it is not

under my supervision and I cannot speak with any degree of expertise
on it.

Mr. FIELD. Has anybody in the administration ever told all of
these people, who spend multi-multi millions of dollars, over and over
again-really on the same program-has anybody in the vernacular
o f my generation, told them to "get their act together"?

Mr. WALSH. I have no knowledge on that, no, sir.
Mr. FIELD. Is the real reason that the FBI spends a lot of money

on counterintelligence perhaps not because they are going after the
same person the CIA is, but because the FBI, under the guise of
counterintelligence, is really going after such foreign threats as Angela
Davis and that kind of thing? Is that really not where most of the
manpower and the money is going?
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Mr. WALrS. No, sir.
Mr. FIELD. Thank you very much.
Mr. Chairman, I yield back the balance of my time.
Chairman PIKE. Mr. Pommerening, what is the total budget for

the Department of Justice?
Mr. POM MERENING. I believe our estimates for the fiscal 1976

budget are $2,116,000,000.
Chairman PIKE. That is close enough.
In the budget book for fiscal year 1976 it says that the FBI received,

in 1974, 745,840 matters to investigate. Don't these investigations
constitute gathering intelligence on American citizens?

Mr. PO.MMEREXING. The gross number of matters which FBI
received to investigate-of that gross number, the vast, vast majority
are violations of federal criminal statutes. And in

Chairman PIKE. You say the vast majority of investigations
constitute violations of Federal criminal statutes. How many of your
investigations are just the kind of background investigations that I
had to get for every member of my staff sitting down here? Just
background investigations of American citizens?

Mr. WALSH. I would say, if I may respond to that, Mfr. Chairman,
we had a survey which would embrace that and it is 3.798 percent of
our efforts devoted to applicant matters.

Chairman PIKE. Roughly 4 percent, then, of these 745,000 investi-
gations would be that kind of investigation; is that right?

ri. WALSH. That is right, Mr. Chairman.
Chairman PIKE. Out of these 745,840 criminal investigations, how

many were submitted for prosecution?
MNr. WALSH. The 745,000-odd embraces all of the investigations,

not just criminal.
Chairman P[KE. All right. The vast majority of these are criminal

investiga tions?
Mlr. WALSH. Yes, sir-, that is correct.
Chairman PIKE. Give me the number. How many of them were

criminal investigations?
Mfr. WALSH. I don't have the number offhand, sir-. I could take a

guess at it; 75 percent would be my guess.
Chairman PIKE. So you have 25 percent-you have roughly

150,000 investigations vhich were con(lucted last year, which were
noncriminal investigations; is that correct?

Mfr. WALSH. I'(l say so.
Chairman PIKE. What were they all? If only 3 or 4 percent of them

were these background investigations? Whati are you investigating
besides climes?

Mr. WALSIH. We have jurisdiction over certain civil statutes, Mfr.
Chairman. I regret I don't have a list of them here-

Chairman PIKE. Are not the things you are investigating un(ler
these statutes supposed to be crimes? You investigate people who have
not committed crimes, other than these background investigations?
As to which there is no allegation of crime?

Mr. WALSH. The principal investigative activity that we have is
based on an allegation of crime, yes, sir.

Chairman PIKE. That. I know, but I am talking about the one-
fourth of them that are not allegations of crime.
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Mr. WALSH. The majority of them -are the applicant-type and
security investigations.

Chairman PIKE. We have a statistical problem here.
Under what authority, Mr. Walsh, do you take out a red stamp and

say that "This document shall be secret"?
Mr. WALSH. There are regulations promulgated by the
Chairman PIKE. Do you know what the regulations are?
Mr. WALSH. I can't
Chairman PIKE. What is your authority to classify your budget

figures as secret? -
Mr. WALSH. An Executive order, sir.
Chairman PIKE. Do you know the number of the Executive order?
Mr. WALSH. I don't.
Mr. POMM.ERENING. Executive Order 11652, Mr. _Chairman.
Chairman PIKE. It says Mr. Walsh may classify such figures as he

wishes to as secret, as far as the budget is concerned. That is his
authority. I don't mean to indicate lie is using this in an arbitrary
fashion, but-

Mr. POMMERENING. The Executive order gives the Bureau the
authority to classify items of information, the dissemination of which
would be prejudicial to the national security of the United States.

Chairman PIKE. National security" of the United States.
Now is there any other authority that Mr. Walsh has by which he

can classify documents secret?
Mr. POMMERENING. No, sir.
Chairman PIKE. Whose judgment is it that the budget would be

prejuidicial to the national security of the United States?
Mr. POMMERENING. Mr. Chairman, the budget of the FBI is not, in

total, classified.
Chairman PIKE. Well, any l)ortion of it, on the budget.
Mfr. POMMERENING. The determination of the Bureau.
Chairman PIKE. Mr. Mc'Clorv?
Mr. MCCLORY. Mr. Pommerening, you lave undertaken an in-

house investigation of how to better evaluate your own programs anld
to get better dollar value for the differentt activities which are carried
on by the Federal Bureau of Investigation; have you not?

MNr. PO.MMERENING. We are, -es.-
.Mfr. NCCLORY. And that was (lone just recently. well. it is coll-

pleted isn't it? Was there not an investigation undertaken by tihe
BI's inspection divisionn of its own activities in April, 'March, and

A)ril of this year?
lr. PO.MMERENING. 'The internal audit staff of tie Department of

Justice is under my jurisdiction. It has recently initiated the first
major audit that has been made on the departmental level \within the
jurisdiction of the FBI. The subject of their review is the inspection
capacity and ability of the FBI.

Mr. NICCLORY. The work has all been (oml)lete(l, has it not?
Mr. PO.M.MERENING. The audit, I believe, has been conl)leted.
.Nr. MCCLORY. You have not made that report available to our

committee yet, have you?
Mr. POM.MERENING. I don't believe I have rottezl it frolmi II staff,

.Mfr. Mr.Clory.
Mr. 'MCCLORY. Do you know when you are going to have it? When

you have it, we can have it; can we not?



296

Mr. POMMERENING. Certainly.
Mr. MCCLORY. Are you familiar with the report on the Interagency

Committee on Intelligence of 1970, in Which Mr. Hoover participated?
Mr. POMMERENING. I am not.
Mr. WALSH. I am not, Mr. McClory.
Mr. MCCLORY. That would be a secret document, but you would

have it in your possession, would you not, because Mr. Hoover had
one.

Would you get that and would you look it over please? It has
something to do with coordinating activities in the area of intelli-
gence. Would you do that?

Mr. POMMERENING. Certainly.
Mr. MCCLORY. Would you make that available to this committee,

too? Since I know you have a copy. I am not going into any of the
details regarding it but, you see we are trying to get, really, at the
crux of the problem and one of the problems is that we have a terrible
lack of coordination between the intelligence agencies, including the
FBI.

[The 1970 report requested by Mr. McClory is in the committee
files.]

Mfr. MCCLORY. We established the Drug Enforcement Agency.
WNhat I would like to know is this: What has happened as far as the
FBI's interception, interdiction, whatever you call it, of drug traf-
fickers as a result of this, since they have separate and independent
authority to investigate and apprehend drug traffickers? What I am
concerned about is, maybe what the Congress does by developing
more agencies and more divisions to attack particular problems,
is really create problems for ourselves by dispersing authority. Could
you comment on that?

Mr. POM.MERENING. The enforcement of the Federal criminal laws
in the area of narcotics and dangerous drugs is a discrete area of law
enforcement and the administration and the Congress in their infinite
wisdom have deemed it appropriate it be handled by a separate
organizational entity within the Department of Justice.

Since the creation of the Drug Enforcement Administration on
July 1, 1973, our staff in its activities in supervising that budget has
been impressed by the good levels of liaison and cooperation that
exist between the two organizations. As I understand it, any informa-
tion or any leads that the Bureau surfaces in the pursuit of their other
responsibilities are immediately transmitted to DEA for their appro-
priate action.

Mr. MlCCLORY. MIy information is we have really had a breakdown
in aprehending the big drug traffickers. We are getting more of the
mdd e level drug traffickers and those in the lower levels but some of
the big operators in hard drugs are not being detected the way they
were just a few years ago.

Do you utilize the CIA in connection with drug enforcement as
well?

Mr. PONMMNERENING. I would have to, Mr. McClory, go back and
review some of my DEA materials in order to. respond with the
degree of accuracy to which I think you are entitled. I did not do
that prior to this morning's session.

MIr..N.McCLoRY. I see my time is up, Mr. Chairman.
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[The information requested is in the committee files.]
Chairman PIKE. Mr. Dellums.
Mr. DELLUMS. Mr. Chairman and members of the committee,

while we are proceeding on our long journey to follow the dollars,
what is really at issue here is the people's freedom specifically guaran-
teed by the Constitution and the Bill of Rights to that Constitution.

It seems to me here the question is whether or not we have already
lost many of our freedoms through agencies ostensibly designed to
protect those precious freedoms on the part of the people.

I have an FBI document dated February 26, 1971, to the Director
of the FBI from the special agent in charge, San Francisco. The
document regards a constituent of mine whose name I will not use.

The next to the last paragraph reads:
Due to lack of information and activities of subject, San Francisco is not

submitting a summary report at this time. Subject is not being recommended for
inclusion on the security index as it is felt additional investigation is required
before this evaluation can be reached.

I would like responses to the following questions:
What is the security index?
What was the authority for it?
Is it still in operation?
If not, when did it end?
Was this operation ever discussed with Congress or OMB?
Did the budget show funds for this operation?
Please provide full files and data to this committee.
I have, Mr. Chairman and members of the committee, another

document here dated January 21, 1971, to all agents, from SAC,
Portland, subject FBI intelligence letter for the President, code name
"Inlet." Research satellite matter. I would like to read some short
parts of this:

For information of all agents. The Bureau, during 1969 initiated captioned
programs of furnishing high level intelligence data in the security field to the
Iresident and the Attorney General on a continuing basis. The materials to be
furnished to the Bureau is not of routine nature but rather that which has the
quality of importance and timeliness necessary to secure the President's interest
and to provide him with meaningful intelligence for his guidance.

The Bureau is not interested in more rumors or nebulous information.

It goes on to describe such intelligence including the following listed
in item No. 6:

Items with an unusual twist, or concening prominent personalities which may
be of special interest to the President or the Attorney General. It is to be noted
that the type of information desired in paragraph 6 may be obtained through
investigations not wholly related to the security field.

I would like to ask:
Who authorized "Inlet"?
Is Inlet, still in ol)eration?
Did it include political intelligence?
Itas the FBI ever gathered political intelligence?
When; for whom?
Please provide for the committee full files.
Mr. Chairman and members of the committee, to follow on the

questions of Mr. McClory:
The FBI has hired a significant number of informants. I would like

to focus for a moment on a case that speaks to the use of funds, method
of operation, and the capability of audit. I would not use specific names.
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The gentlemen from the FBI, I am sure, can verify this narrative.
In the early 1970's a former member of the Minuteman organiza-

tion was recruited as an FBI informer. He was the leader of a right
wing organization called the Secret Army Organization.

The prime function of the informer was to surveil and harass
activists.

While on the FBI payroll at $200 per month, plus expenses, the
informant l)articipated in bombings and burglaries. During one of the
burglaries a gun was stolen. Some days later that gun was fired at the
house of an activist shattering the elbow of a young woman. The
informer was in the car from which the gun was fired.

The informant took the gun and gave it to his FBI contact. The
agent hid the gun under his couch for 6 months until the SAO member
who did the shooting was apprehended by local police. The incident
finally cost the agent. his job.

During this same period, the informer published at least indirectly
at FBI expense these two very interesting gems: No. 1. "Boobvtrap."
A how-to treatise; No. 2. '1he use of ammonium nitrate in high-
explosives. I would assume Jo discredit the progressive political corn-
munitv in this country.

I hope this committee will look fully into this matter.
I would like to ask the FBI representative if he is familiar with the

case and wishes to comment, but with a preface of several questions.
How many informers does the FBI have?
How many informers in the last decade have been found to have

partiipated in lawless acts while informants?
Hlow much money is budgeted for informants?
What kind of controls are there on informers?
What authority and regulations governing use of informers do we

have?
Are there now FBI counterintelligence programs that utilize

informers?
I would ask the gentleman to please provide for this conunittee full

data and information.
I have also before me a nmemorandumn, FBI, dated .May 9, 1960, to

NV. (. Sullivan from C. D. Brennan. Subject: Counterintelligence
program, internal security, disruption of the New Left.

I would like to read the first paragraph:
Our Nation is undergoing aik era of disruption and violence caused to a large

extent by various individuals generally concerned with the New Left. Some of
ilie~e activists urge revolution in America and call for the defeat of the United
States in Vietnam They continually have falsely alleged police brutality and d
not hesitate to utilize unlawful acts to further their so-called causes

The New Left has on inany occasions viciously and scurrilously attacked the
directorr of the FBI in an attempt to hamper our investigation of it and to drive

us off college campuses With this in inind, it is our reconimenadtion that a new
counterintelligence program be designed to neutralize the New Left and the key
activists

The key activists are those individuals who are the moving forces behind the
New Left and upon whom we have intensified our investigations.

I wonder if the program was started because the Director was called
n1alles.

I have also a Cointel paper date() March 4, 1968, to all agents in
charge from the Director of FBI entitled "Counter--nteigence
programs, Black Nationalist Hate Groups, Racial Intelligcnce."
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I would like to read a part of it:
2. To prevent the rise of a Messiah who could unify and electrify the militant

black nationalist movement-

And 1 leave out names-
might have been such a Messiah.

lie ik the martyr of the movement today. , and - all aspire
to this position. -- is less of a threat because of his age. - is to be a very
real contender for this position should he abandon his proposed obedience to white
liberal doctrines, nonviolence, and embrace black nationalism, has the
charisma to be a real threat in this case.

I characterize this as extremely racist and extremely dangerous
and it is appalling that an agency of the Government charged with the
responsibility to defend the delicate rights of human beings in this
country would ever embark upon this kind of statement.

I have papers that show that an operation Cointel program to
include harassment, disinformation, warrant less entry, unauthorized
access to bank records, defamation, and illegal mail (overage.

I would like to ask for full files on Cointel and the following questions.
Does FBI have any intelligence or counterintelligence programs

presently underway?
If so, what are they?
Did FBI have a counterintelligence program to pit Black Panther.

against organized (rime?
What is the FBI's role in CONARC program, code word "Garden

plot?"
Please furnish full file.
Does the FBI operate in Canada in any role beyond liaison?
Has the FBI ever provided confidential information to ITT?
Within the last decade has FBI initiated any intelligence or counter-

intelligence programs against labor unions?
Has the FBI ever attempted surreptitiously to monitor the defense

efforts of a Federal defendant?
Has the FBI, any agent, or informant ever authorized or directed,

suggested, or participated in an assassination or such an attempt?la, the FBI ever initiated any operations or efforts against radio
stations, news services, or newspapers?

Has the FBI ever sought or obtained illegal access to bank records?
Has the FBI ever participated in surreptitous entry operations?
Were any with or for the CIA or NSA?
Has the FBI ever participated in mail covers?
Is there any FBI program against AIM, the American Indian

Movement?
Explain fully the specific Operation Cointel program.
Are similar pro rams now in existence?
Please furnish files.
Were Cointel programs discussed with OMB, the Attorney General,

or Congress prior to their initiations?
What authority was there for expenditure of funds and manpower

for Cointel?
What is the and has been the FBI relationship with the Bell Tele-

phone Co. and ITT?
Please furnish all files.
What is the Law Enforcement Intelligence Unit?

58-920---75--20
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Does it maintain files on U.S. citizens?
What was the authority?
Does it pass information to State and local agencies?
How is this program funded?
Now, with respect to DEA. Please explain the full nature and

scope of the CIA's relationship with the Drug Enforcement Agency,
including CIA personnel serving with DEA.

Give the committee full data.
Explain Operation Silver Dollar and the relationship of the Drug

Efiforcement Agency offices and Mr. Howard Hughes.
Please give this committee all data.
How many
Chairman PIKE. The time of the gentleman has expired.
Mr. DELLUMS. Thank you, Mr. Chairman.
Chairman PIKE. Did you wish to make any response?
Mr. WALSH. I cannot make a response, sir.
I started to take some notes, but I am inadequate in that regard

and I would like to suggest, if it is agreeable to the Chair, that the
questions be submitted to us in writing.

Chairman PIKE. That certainly will be done in that manner.
Mr. WALSH. Thank you, sir.
[The response to the questions asked by Mr. Dellums above

follows:]

U.S. HOUSE SELECT COMMITTEE ON INTELLIGENCE ACTIVITIES (ttSC)

REQUESTS FOR INFORMATION MADE BY MEMBERS OF HSC AT HEARING HELD AUGUST 70
1975, REGARDING "BUDGET INQUIRY ON INTELLIGENCE ACTIVITIES"

On August 7, 1975, Assistant FBI Director Eugene W. Walsh appeared before a
hearing of the HSC dealing with the subject matter "Budget Inquiry on Intel-
ligence Activities." During the course of the hearing, members of the Committee
made specific inquiries into the operations of this Bureau, which inquiries, it was
stated by the H0 Chairman, "ran some distance" from budgetary matters. Set
forth below are Bureau responses which have been cleared with the Department
of Justice and which are believed to be responsive to applicable inquiries made of
Mr. Walsh on the above occasion. These inquiries were extracted from a review of
the transcript of the above hearing.

Pages 1278 to 1286 [pages 297 to 300 in the printed hearing) of the transcript
testimony contain a series of questions concerning Bureau operations posed by
Representative Ronald V. Dellums. Responses to these inquiries are set forth
below.

Page 1279 contains a series of questions concerning the Security Index. Informa-
tion responsive to these inquiries has been incorporated into a memorandum pre-
pared by this Bureau and directed to the IHSC under the date of September 12,
1975, in response to an HSC inquiry dated August 27, 1975, concerning the opera-
tion of the ADEX.

Pages 1279 and 1280 of the transcript testimony contain a series of questions
relating to "INLET" as follows:

(a) 2ho authorized INLET? The FBI intelligence letter for the President
(acronym: INLET) was instituted in November, 1969, pursuant to then FBI
Director J. Edgar Hoover's instructions to keep the President fully informed of
significant intelligence developments within the purview of this Bureau's security
responsibilities. Dissemination was restricted to the President and the Attorney
General.

(b) Is INLET still in operation? No. The last INLET was issued during August,
1970. Changes in this Bureau's communications capability including the ability
to afford immediate teletype dissemination of intelligence data to The White
House rendered the intelligence letter as such obsolete by 1970. Items submitted
by field offices designating INLET were disseminated in other ways. By late
1972, it was concluded that the use of the designation INLET was no longer
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necessary and in December, 1972, the last vestige of the INLET program was
discontinued and the field offices so advised. The field offices were also advised,
however, that they had a continuing responsibility to be alert for high level
intelligence data of the type formerly specified under the INLET program.

(c) Did it include political intelligence? No. Instructions regarding INLET
referred to information developed through ongoing investigative operations and
which were within the purview of this Bureau's security responsibilities. ThisBureau's instructions, when initiating this program, indicated tha "mere rumors
or nebulous information will have no place in this letter."

(d) Has the FBI ever gathered political intelligence? No. The FBI has never
as a policy collected political intelligence. Bureau investigations are strictly based
on authority and jurisdiction as mandated by statute, Presidential Directives
and instructions from the Attorney General. Trhe end product of this Bureau's
investigations may, in certain instances, contain information which might be
defined as political intelligence by some. This information is, however, not the
object of this Bureau's investigative interest. Moreover, the product of this
Btureau's investigations is considered by Departmental regulations to be con-
fidential in nature and its dissemination outside the Bureau is severely restricted
by this Bureau's dissemination policy.

Page 1282 of the transcript testimony contains a series of questions relating to
this Bureau's use and handling of informants. Materials and documents responsive
to inquiries relating to this matter have previously been furnished the IISC by
memoranda datfd Augulst 7, 1975, August 18, 1975, September 5, 1975, and
September 10, 175, all prepared in response to written WSC inquiries dealing
with informant matters.

Pages 1284-1286 contain a series of questions relating to COINTELPRO.
Extensive information concerning this Bureau's participation in COINTELPRO
was made available by this Bureau to IISC representatives on August 29, 1975,
and September 12, 1975.

Page 1284 of the transcript testimony contains the question "What is the
FBI's role in CONARC program, code word 'Garden Plot'?" FBI Headquarters
indicies do not contain any references to the term CONARC. These indices do,
however, contain several references to "Garden Plot." These references are news
releasves indicating -That in 1970, the Department of Justice disclosed that the
Federal Government had developed as early as mid-1967, a plan under the code
name "Garden Plot" which called for the use of Federal troops to quell civil
disturbances.

Page 1284 of the transcript testimony contains the question as to whether the
FBI operates in Canada in any role beyond liaison. The policy of the FBI is and
all investigative personnel are so advised that the FBI does not operate in Canada
in any role beyond liaison.

Pages 1284 and 1286 of the transcript testimony contain questions concerning
any relationship that does or may have existed between the FBI, the International
Telephone and Telegraph Company (ITT) and the telephone company. In answer
to specific questions, there is no informatimi in FBI Headquarters files indicating
this Bureau has ever provided confidential information to ITT. The FBI has a
normal customer relationship with both the telephone company and ITT. ITT
has been consulted from time to time concerning business services and systems
which have been of interest to the FBI. This has been especially true in the
communications field as the FBI operates its own extensive radio and teletype
systems. Additionally, the telephone company provides leased lines for use in
technical surveillances all of which are authorized by the Attorney General.
FBI personnel install and connect these technical surveillances to the leased
lines. Telephone company personnel are not involved in the installation of such
surveillances. The telephone company also furnishes toll call records upon au-
tborized requests in connection with ongoing FBI investigations.

Page 1285 of the transcript testimony contains a question as to whether the
FBI has ever attempted surreptitiously to monitor the defense efforts of a Federal
defendant. No. The FBI Manual of Instructions, Section 107 F 12, a copy of
which has been made available to the ItSC, contains specific instructions regard-
ing the procedure to be followed in situations where efforts are made by defense
interests to involve our informants in a defendant's defense preparations. These
instructions are designed to prevent any legitimate claim that this Bureau has
invaded the defense camp.
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Page 1285 of the transcriDt testimony contains a question as to whether the
FBI, a Bureau Agent or a Bureau informant ever authorized, directed, suggested
or participated in an assassination or an assassination attempt. There is no rea-
sonably retrievable manner available to this Bureau short of a manual search
of all existing Bureau files to reply absolutely to the above question. It is pointed
out, however, that Bureau involvement in any such action would be entirely
contradictory to the long-established and recognized code of conduct for Bureau
employees. A check with knowledgeable Bureau personnel concerning this matter
failed to uncover any incident substantiating the participation of the FBI, Bureau
personnel or informant acting under the direction of the Bureau as having engaged
in such activities.

Page 1285 of the transcript testimony contains an inquiry as to whether the
FBI ever sought or obtained illegal access to bank records. Again, an absolute
reply to this inquiry would require a manual search e' ,very file maintained by the
FBI. To the best recollection of Bureau individuals "..i a position to be cognizant
of such matters, the FBI has never sought or obtained illegal access to bank
records. Requests fdr such records have been fulfilled through requests made of
authorized bank officials or by the use of a subpoena duces tecum.

Page 1285 of the transcript testimony contains a question concerning the FBI
and its possible use of mail covers. The FBI, on a selective basis during official
investigations, utilizes mail covers in accordance with procedures set out in the
Postal Manual, Part 861. Mail cover requests are directed to the appropriate
Regional Postal Inspector in Charge in criminal and fugitive situations and to the
Chief Postal Inspector in national security matters. Final decision as to whether a
mail cover is effected lies with the appropriate postal official.

Page 1285 contains an inquiry as to whether there is any FBI program against
the American Indian Movement. No FBI program has been directed against the
American Indian Movement. The FBI has conducted investigations based on in-
formation indicating that the American Indian Movement or individuals associ-
ated with that organization have engaged in activities which could involve a
violation of Title 18, U.S. Code, Section 2383 (Rebellion or Insurrection), Section
2384 (Seditious Conspiracy) or other Federal statutes. Investigation has also been
conducted at the specific request of the departmentt of Justice. For example, by
letter dated November 21, 1972, )eputy Attorney General Ralph E. Erickson
requested that this Bureau intensify its efforts in identifying violence prone
individuals or organizations within the American Indian movement who-may be
planning future violent demonstrations or criminal activities; by letter dated
April 26, 1973, Assistant Attorney General Henry E. Petersen requested "reports
of significant incidents involving Indians that might suggest the develh,)mnent of
any future militant confrontati,,n between Indians and the Gbovernment' ;and by
letter dated April 22, 1974, Assistant Attorney General Petersen reiterated the
aforementioned instruct ions of November 21, 1 972.

Page 1286 of the transcript testimony contains a series of questions relating to
the Law Enforcement Intelligence Unit.

The Law Enforcement Intelligence Unit (LEI U) was originally establlished
in 1956, and maintains its national clearinghouse at the California department
of Justice's Bureau of Identification and Investigation (CII), Sacramento, Cali-
fornia. For administrative purposes LEIU has divided the country into fUtr
zones: northwest, southwest, east, and central, and membership is open to regular
law enforcement organizations therein, including city police departments, sheriffs'
offices, and other agencies. There ik no fee for membership, but each agency
joining is required to maintain an "intelligence unit," even if it consists of only
one person.

The information exchanged hy plI U l)ertains to hoodlums, mobsters, hnd
organized crime in general, with particular reference to those criminals who in(,\'1
about from one jurisdiction to another or whose (perations extend beyondd the
jurisdiction of any one agency.

The FBI has not accepted membership or formal I)articil)ation in the activities
of LEIU, but this Bureau has, when invited, sent representatives to attend
meetings as observers.

In ai article dated May 14, 1975, from the Los Angeles Times, Associated
Press Wire Service, it was set forth that LEI U has its headquarters in Long
Beach, California, and operates a computerized information bank known as the
Interstate Organized Crime Index. That index, based in the California Depart-
ment of Justice, has received $1,338,486 from the Federal Law Enforcement
Assistance Administration. About 230 police agencies in the United States and
Canada belong to the LEIU.
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Chairman PIKE. Mr. Murphy.
Mr. MURPHY. Thank you, Mr. Chairman.
Mr. Walsh, or Mr. Pommerening, recently the head of the Justice

Department relieved Mr. John Bartels as head of the DEA. Subject
to an investigation on the Senate side by the Jackson Subcommittee
on Investigations, one of the charges made by that committee was
that there was "endemic corruption" in tbe DEA.

I understand a Mr. Silberman, who-is now our Ambassador to
Yugoslavia, on two occasions undertook to investigate Mr. John
Bartels and the charges leveled against him.

My information is said to be that Mr. Silberman found no cor-
rulption on Mr. Bartel's part. What have von, if anything, found in
your auditing of the DEA that would in(icate there was corruption
in the DEA under Mr. Bartels' leadership?

Mlr. POMNMERENINO. None of the contacts of my staff has indicated
the presence of any corruption.

.r. MURPHY. I didn't hear that.
Mr. PO.\tMMERENINo. None of the activities of my staff, in their

several responsibilities in working with DEA, gives me any reason
to believe there was corruption of any kind, endemic or otherwise, in
DEA.

.,\r. MURPHY. So there was no corruption, and your staff would
know, is that right?

Mlr. POMNMERENING. I didn't say that, Mr. urphy.
We audit the programs, we audit the budgetary requests, we audit

the finances.
Mr. MfURPHY. You also audit any money they would have used to

pay their informants, would you not? Did you find anything question-
able in this regard?

Mfr. PO.MMERENING. No;-we did not.
Mr. MURPHY. Did you find anything a far as corruption with

regard to their payroll.
Mr. PO.MMERENENo. No, sir.
Mr. MUrPHy. Did you find anything with regard to corruption

involving foreign travel?
Alr. POMMERENING. No.
Mr. MURPHY. Inl the naintenaice andi running of any of their

foreign offices?
.Ir. PO.MMERENING. No.
Mr..MURPHY. In the maintenance ani running of any (loniestic

offices?
Mr. PO.MMEHENING. None of my audit activities-
Mr. MURPHY. I want to make sure we are covering everything your

audlit would cover, Mr. Pommerening.
In other words, 90 percent of the DEA's work is (one with money

coming from the budget, is that correct?
MNr. PO.MIERENINO. Mr. Murphy, we are not in a posture of con-

tinuous audit in any one of the organizations in the department.
Ve have an audit staff of 52 peol)le covering all organizations in a

50,000-man Depoirtment. Our audits are, at intervals, divided be-
tween special activities or programs in the or anization.

.Mir. MURPHY. how often would you audit DEA's books?
Mr. POMMERENING. In their totality?
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Mr. MURPHY. In any part. Any part. At least once a year?
Mr. POMMERENING. No, sir.
Mr. MURPHY. You don't audit that often?
Mr. POMMERENiNo. Absolutely not.
Mr. MURPHY. What is your procedure for auditing?
Mr. POMMERENING. Our procedure is to make audits of selective

programs, and if we can achieve a 3-year cycle, we would be very
happy. We have not been able to do that. Nor have our audits in the
case of DEA or any organization in the Department covered the
totality of the operation.

Mr. MURPHY. Do you know anything about the investigation Mr.
Silberman undertook of the DEA?

Mr. POMMERENING. I do not.
Mr. MURPHY. Do any of you gentlemen? How. about you, Mr.

Walsh?
Mr. WALSH. I do not, sir.
Mr. MURPHY. Could we get that information?
Mr. WALSH. I linow nothing about it, sir.
Mr. MURPHY. Couldyou ask?
Mr. POMMERENING. I would suggest if the committee wanted the

file, they would be advised to direct a request to the Deputy AttorneyGeneral.
Mr. MURPHY. Who in the FBI would we bring before this committee

when we are looking for whether or not there is a connection between
NSA and its intelgience-gathering activities and FBI? I understand
you people are not in that line of work.

Mr. WALSH. I would suggest that Assistant Director Wannall
would be the proper individual.

Mr. MURPHY. The Assistant Director?
Mr. WALSH. Yes, sir.
Mr. MURPHY. Thank you, 'Mr. Chairman. That is all the questions

I have.
Chairman PIKE. I will say to the gentleman the Diretor Would

know about it, too. We might even ask him.
Mr. Aspin.
Mr. AsPIN. Thank you, Mr. Chairman.
I would like to ask the gentleman a couple of que-tions about

where the authority comes from for doing some of the things that are
being done.

For example, you know in the CIA the authority for the CIA's
activities are that 1947 act which lays out certain kinds of provisions.

The authority for the National Security Agency getting involved
is that very secret-executive order which we finally were able to get.

Where is the authority for the Justice Department and the FBI to
get involved in things like internal security and counterespionage?
Where does that arise?

Mr. WALSH. I haven't that information, Mr. Aspin. I would be
glad to respond in writing. I do not have it in my memory.

Mr. ASPIN. Does anybody you have brought with you know where
this comes from?

Where in the law is there authority for the FBI and the Justice
Department to do these kinds of investigations?

Or which Executive order? Where is the charter for what you are
doing? Where is the authority?
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Mr. POMMERENING. Mr. Aspin, I have a long series of statutory
references covering in general the areas in which you are expressing
interest. I can just read some of them-and they are scatteredthrough
this long document. I wasn't aware you might be asking that specific
question so I did not pull them together. If you would like to take
the time for me to page through this and cite them, I will. Otherwise, I
will put them in the record in an orderly fashion.

Mr. ASPIN. Provide it for the record if you can.
Mr. POMMERENING. We do have a statutory reference to every one

of the programs which we view as our grant of authority.
Mr. AsPIN. What kind of statutory reference is it? Is it a law, an

Executive order in general? What kind of things are you talking
about?

Mr. POMMERENING, There are various Federal statutes including
rebellion and insurrection, title 18, United States Code, section 2383.

Mr. AsPI.N. Does it mention the Justice Department and FBI?
Mr. POMMIERENING. I haven't the full text here, Mr. Aspin.
Mr. AsPIN. As we are not going to be able to do it in this kind of

discussion, perhaps the best thing to do is just provide that informa-
tion that you have for the record.

Mr. POMMERENING. I would be very happy to make an orderly
copi action.

Mr. AsPIN. What I am particularly interested in is, what gives
FBI the authority to, for example, conduct intelligence operations
within organizations which have not committed a crime? I understand
there are certain authorities where you suspect someone of committing
a crime. FBI feels they can investigate organizations which have not
broken the law. I'd like to know from where that authority comes.

Mr. POMMERENING. We would be happy to give you our justification.
[The material submitted in response to Congressman Aspin's ques-

tion is in the committee files.]
Mr. ASPIN. Let me ask another question: The FBI essentially

does three different kinds of things. It does, for example, security
checks of the kind where, you know, somebody needs a security clear-
ance to get a job, or get a security clearance in order to receive classified
information from Government agencies and that kind of thing. It also
does criminal surveillance and it also does noncriminal surveillance,
like the checkup on antiwar groups and other things to keep an eye
on them.

When you have those three things and have them all mixed together,
is there a way to keep those separate? In other words, the files being
done on people for security checks, do they get mixed in with other
files? Is there any procedure to make sure those things are separate?
As I understand, it is the same kinds of people which are doing the
salpe checks in many cases.

Mr. WALSH. The files, Mr. Aspin, are maintained in the Files and
Communications Division.

Mr. ASPIN. Which files do you now speak of?
Mr. WALSH. All files.
Mr. AsPIN. They are kept in what office?
Mr. WALSH. Files and Communications Division of the FBI.
Mr. ASPIN. All files on anybody. If you did a security check on

Sam Jones to get a job, that would be kept by that Division as well
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as if you were doing a check on somebody because you thought they
were the people who were involved in a bank robbery.

Mr. WALSH. Maintained according to classification. Each type-
Mr.-A - .How do those classifications work and how are they

kept separate?
Mr. 'WALSH. They are in chronological order. For example, classi-

fication 1 deals with the National Academy and training matters as
to all investigations.

Mr. ASPIN. When vou have a classification No. 1, is there any reason
why somebody can't transfer information from one category to
another? For example, a file clone on somebody which is just a sheer
security check kind of file, what would prevent that from being added
to another information picked up somewhere else?

Mr. WALSH. Nothing, sir.
Mr. ASPIN. Nothing would prevent that?
Mr. WALSH. Nothing.
Mr. AsP . So in fact it could happen?
Chairman PIKE. The time of the gentleman has expired.
Mr. Kasten.

r. KASTEN. N/Ir. Walsh, does FBI include State and local police
budgets or is the money you spend with State and local police included
in the overall FBI budget?

Mr. WALSH. I am sorry, sir, I don't understand the question.
Mr. POM.MIERENING. The answer is "Yes," Mr. Kasten.
Mr. KASTEN. How is it, included in the budget?
Mr. POMMERENING. One of the primary categories where FBI

budgeted funds are used for State and local law enforcement purposes
is in the training of State and local law enforcement people at Quantico.

Mr. KASTEN. Do you use State and local police to collect intelli-
gence? Specifically for wiretapping or surveillance?

Mr. WALSH. No, sir, not to my knowledge.
Mr. KASTEN. Is it not a fact you have used District of Columbia

police for wiretapping?
Mr. WALSH. I have no knowledge of that. I am completely unin-

formed on it, sir.-I don't know.
Mr. KASTEN. If this was in fact going on, one of the reasons may be

that the State and local laws are sometimes less restrictive in areas of
wiretapping and surveillance than the Federal law.

Mr. WALSH. I can't respond to that, sir. I have no knowledge in that
field.

Mr. KASTEN. Are you aware of the existence of a school in Fort
Lauderdale, Fla., known as the National Intelligence Academy?

Mr. WALSH. No, sir.
Mr. KASTEN. Mr. Pommerening?
Mr. POMMERENING. I am not aware of it, Mr. Kasten.
Mr. KASTEN. There is a sign on the receptionists' desk in that

Academy: "U.S. Government regulations prohibit any discussion of
this organization, or this facility." Do you know anything about this
at all?

Ar. -POMMERENING. I do not.
Mr. WALSH. I do not.
Mr. KASTEN. It is run evidently by a Jack Holcomb, who has been

working with the NIA. He has publicly boasted of being contacted by
FBI to handle "anything the Feds won't touch." In the past 16
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months, the National Intelligence Academy has been teaching sophis-
ticated skills of electronic spying to many officers, including two
foreign nations. From the quote in Newsweek magazine, he iE working
ith the FBI.-Are you aware of this?

Mr. WALSH. I am not aware of this in any way, sir.
Mr. KASTEN. Then I can't ask you whether you contract with them

under any circurnstancei, or where those funds would be, could I?
I wonder if we could ask, Mr. Chairman, that they research this?
Chairman PIKE. I think perhaps the gentleman could respond

as to where the funds would be if they did contract with them, even
if he is not aware of it.

Mr. WALSH. Mr. Chairman, we have no contract with an organi-
zation of that name, I can tell you that. The contracts come under my
jurisdiction. I have never heard the name, sir.

Mr. KASTEN. Let me go back to the question of working with local
governments in training and other kinds of ways.

When we talk about the cost of Federal intelligence, are you satisfied
that the work that takes place in State and local governments, coor-
dinating with the FBI in some cases on wiretapping, or surveillance-
is that being reflected in addition to the training money? Do you
deny any of this coordination goes on?

Mr. WALSH. No, sir; we have no cooperative effort to get local
police to place wiretaps in our behalf, if that is what the question is, sir.

Mr. KASTEN. It is clear to me in one case you have been working
with State and local police, and what I am interested in is whether
or not this work which I believe is going on with State and local
police should be reflected some% here in the overall FBI budget, in
addition to the training?

Mr. WALSH. If we could respond to that, Mr. Kasten, in writing,
I would be pleased to prepare a response. I am just ignorant on the
subject.

Mr. KASTEN. Thank you, MI. Chairman. I yield back the balance
of my time.

Chairman PIKE. I just want to say on behalf of Mr. Walsh, that
in fairness to Mr. Walsh, we did indicate that the basic thrust of our
questioning today would pertain to budgetary matters. I realize that
a great deal of the questioning has run some distance from that.
When you say, as you have too often, "I am ignorant of these mat-
ters," don't keep using those words; just say, "It doesn't come within
my jurisdiction," It sounds a lot more classy.

It is fair to you to say that we recognize that this does not all come
within your jurisdiction.

Mr. Milford?
Mr. WALSH. Thank you, Mr. Chairman.
Mr. MILFORD. Thank you, Mr. Chairman.
Chairman PIKE. Does the gentleman yield for a parliamenJtary

inquiry?
Mr. MILFORD. Yes.
Mr. DELLUMS. I would like to ask, are the questions that I raised

to be submitted for the record?
Chairman PIKE. Oh, yes.
Mr. MILFORD. I have no specific questions, but I would like to

make just one short statement that bothers me a little bit. There
seems to be kind of a new fad that is very popular with some of our
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citizens and even a few of our colleagues in Congress that would
seemingly paint our intelligence community as "guys with black
hats."

The premise seems to be that anything that is secret is bad. The
sensational revelation in the Watergate episode and a few illegalities
discovered within our police and intelligence agencies have furthered
this black-hat image.

I think it is important for us to keep a proper perspective and
recognize a few facts of life. There are divisive elements operating
within this country that pose a definite threat to our society and to
our governmental system. These elements do not respect human
iights. They do not respect laws, civil rights, or any other principles
of our democratic system. While I would not in any way want to deny
any American citizen his due process or the protection of our laws, we
must also realize that the divisive elements will use these same laws
to hide their activities. The job of our intelligence community is very
difficult, yet very vital.

I think that the Congress must recognize that society, as a whole,
has the right to exist and to be protected. We have a narrow line to
walk in, being sure that our laws protect both the society and the
individual.

While neither this committee nor I would tolerate illegal activities
within our police or intelligence agencies, I would not want to condemn
the thousands of loyal employees in these agencies because of the
acts of a few.

Frankly, as an ex-police officer some years back, I have the highest
respect for the Federal Bureau of Investigation. I think it has an out-
standing record, and I would not want anyone to feel that I, for one,
feel that it is wearing a black hat.

Mr. MCCLORY. Would the gentleman yield?
Mr. M1ILFORD. I yield.
Mr. MCCLORY. I thank the gentleman for yielding, and I want to

concur in the statement that the gentleman has made. I would also
like to add that, you know, any of my inquiries which tend to test the
activities or the expenditures of funds or inquiring into what might be
regarded as excesses, or improper actions, should not be interpreted
as any lack of respect for the legitimate and extremely important
function of the FBI and the other agencies, including all the intelli-
gence agencies.

Mr. MILFORD. I will join with you in the inquiry. I think we should
probe and probe deeply, but at the same time I wouldn't like the
impression to go out that all is bad in the situation.

Yield back the balance of my time, Mr. Chairman.
Mr. POMMERENING. Thank you.
Chairman PIKE. Mr. Hayes.
Mr. HAYES. Thank you, Mr. Chairman.
Mr. Pommerening, since your having assumed your present respon-

sibilities in August of 1974, approximately a year ago, can you tell me
how many audits your internal audit section has completed under
your direction?

Mr. POMMERENINO. Off the top of my head, Mr. Hayes, I cannot.
Mr. HAYES. Are you responsible for delineating the audits, how

they are perceived, and in what particular section they are perceived,
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whether or not they are to be directed to a special activity or a
program?

Mr. POMMERENING. I have a general responsibility. However, it
has been my policy to clothe the internal audit staff with a large
measure of autonomy so they can move on their own motion into
areas where, by reason of their working with the organization, they
think there is a problem that should be reviewed.

There are occasions where there are special program areas or sub-
areas which come to my attention, which I feel warrant some review,
in which case I will review the matter with the Director of the audit
staff and he willgenerally, at my direction, move into that area.

Mr. HAYES. Within your specific responsibilities, then, have you
had occasion to have brought to your attention by part of the audit
staff, any internal audit section work with what we have been dis-
cussing generally as the intelligence responsibilities of the Federal
Bureau of Investigation?

Mr. POMMERENING. NO.
Mr. HAYES. So during at least that period of time there have been

no audits undertaken by the Internal Audit Section?
Mr. POM.ERENING. To this point the activity of my staff in the

FBI-and I referred to this earlier-has been to undertake and, I
believe, as I think Ir. McClory mentioned, they are almost at the
conclusion, an audit of the inspection and internal audit capacity
of the Federal Bureau of Investigation.

Mr. HAYES. Repeat that. You say there is a special report being
done on the internal audit capacity of the FBI?

Mr. PO.IMERENING. That is correct.
Mr. HAYES. Who directed that to be undertaken?
Mr. POMMERENING. I did.
Mr. HAY ES. Did you do that in response to specific requests from

the Attorney General?
Mr. POM.MNERENING. No, sir.
Mr. HAYES. On your own motion, then?
Mr. POMMERENING. Yes, sir.
Mr. HAYES. To your knowledge that is the fist one of those in the

history of the FBI?
Mr. POM.MERENING. Yes, it is, in that area. There has been one other

audit we have conducted in the FBI, and that was a part of the
departmentwide audit.

Prefacing that comment I must say the internal audit staff in the
Department of Justice did not exist until June of 1970, and it has
been developed from a zero resource organization-

Mr. HAYES. So, in other words, that audit is sometime between 1970
and the present?

Mr. POMMERENING. There is another audit as part of a department-
wide review, and that is an audit of what is known as the confidential
funds in the FBI, which is an annual appropriation of $70,000 that
can be dispensed-

Mr. HAYES. That is two audits.
Can you tell me whether or not you have been directed by anyone

to reduce your internal audit staff due to pressures of inflation or due
to Presidential directives to save money and economize?

Mr. POMMERENING. That is not true. It has never been suggested
to me. This is the first time I have heard that.
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Mr. HAy s. I have just inquired. Have you?
Mr. POMMERENING. No. As a matter of fact, the staff has grown

continuously.
Mr. HAYES. Do you have underway at the present time discussions

on specific audits of the intelligence section that are to be undertaken
in the future, either in conjunction with the general congressional
overview of intelligence activities, or for any other reason?

Mr. POMMERENING. Mr. Hoobler's staff has in recent months (lone
some work with the Criminal Division in evaluating and assisting them
in the program of organized crime intelligence.

In addition, in my organization I have aninformation system staff
charged with reviewing all automated data processing and telecom-
munication programs within the department. Some of these, of course,
pertain to the intelligence efforts of some organizations in the depart-
ment. Because of the very particular area of expertise there, the
primary and indepth reviews and audits are handled by that staff,
and they are ongoing in organizations within the department.

Mr. HAYES. By that staff of Mr. Hoobler?
Mr. POMMERENING. No; this is the information systems staff.
Mr. GIALxMO [presiding]. The gentleman from Colorado is recognized

for 5 minutes.
Mr. JOHNSON. Mr. Walsh, when you established there was no

congressional direction of where the FBI spends funds or how it
spends them or really if there was any interest on the part of the

congress, I would like to know who makes the decisions with respect
to how much money will be-spent in the intelligence field, and in
counterintelligence?

Mr. WALSH. They would 1)e made by the Director of FBI in con-
sultation with the Executives Conference.

Mr. JOHNSON. Who constitutes the Executives Conference?
Mr. WALSH. The Executives Conference is composed of the 13

Assistant Directors, each of whom heads a division; two Assistants to
the Director, one of whom is in charge of all administrative matter.
And the other is in charge of all investigative matters; the Associate
Director, Mr. Callahan; and Mr. Kelley.

Mr. JOHNSON. At this level is there any input from the Director of
Central Intelligence?

Mr. WALSH. At, that level, sir?
Mr. JOHNSON. When you are starting to make up your budget and

are allocating the amount, of money you want to put into your budget
for intelligence and counterintelligence, do you have any contact with
the Director of Central Intellio'ence?

Mr. WALSH. Yes, sir. Mr. Wannall's Division. Ie is the Asistant
Director in charge of the Intelligence Division which has liaison with
the Director of Central Intelligence.

Mr. JOHNSON. What, do you mean when you say they have liaison?
They get together for coffee once in a while, or do they have con-
tinuing contact? Does he t.lk to the Director of Central Intelligence
or does lie talk to his secretary or to his assistant? What actual
contact do they have to coordinate this spen(ling? Does the Director
of Central Intelligence say "We need to have you spend this much
money or do this kind of activity"?

Mr. WALSH. The specific details of their relationship, Mr. Johnson,
I am not acquainted with.
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Mr. JOHNSON. How about the Attorney General, does he have any
input into this budgetmaking process?

Mr. POMMERENING. I would like to respond to that. Mr, Walsh
has described elements of the process within the.Bureau. After they
have made their determinations and make a submission to the depart-
ment, based upon the very complicated and definitive program struc-
ture which I described to you earlier, it is then reviewed in my office.
Questions or issues are isolated and the major ones are brought to the
attention of the Attorney General and the Deputy Attorney General
who then review them and may confer with me and my staff. They
may confer with Director Kelley and his staff, and make final judg-
ments of their own as to the appropriate allocations of resources for
the Bureau's activities which are then incorporated in the depart-
mental budget that is submitted to the Office of Management and
Budget.

Mr. JOHNSON. You participate in this process, yourself, then?
Mr. POMMERENING. Yes, I do.
Mr. JOHNSON. You went over in detail the amount of money they

allocated for intelligence activities?
Mr. POMMERENING. I can't answer that without making the time

frame more precise. I tried to illustrate the fact that the departmental
involvement in this process has escalated rapidly over the last 3
years. That involvement 3 years ago was not nearly as intense and as
rigorous as it is today.

Mr. JOHNSON. So 3 years ago we will say there was in effect little or
none?

Mr. POMMERENING. Much less.
Mr. JOHNSON. How much time did you spend analyzing the amount

of money that is going into intelligence activities and what detail
you are going into them?

Mr. POMMERENING. For what year?
Mr. JOHNSON. This year.
Mr. POMMtRENING. This year in development of the fiscal year

1977 budget, Mr. Johnson
Mr. JOHNSON. I am just referring now to the i- telligence-gathering

activities because that is the scope of this investigation as you know.
Mr. POMMERENING. Four of five of my people spent 4 weeks of long

days reviewing the FBI budget and in assessing their time commit-
ment I would think that probably half of that was devoted to a review
of the intelligence programs that exist in the FBI.

Mr. JOHNSON. So then you reviewed that and then that went to the
Attorney General?

Mr. PO.MERENING. Ithasnotyet.
Mr. JOHNSON. But it will in the process?
Mr. POMMERENING. It Will.
Mr. JOHNSON. Now when you go to OMB they don't really take a

close, hard look at it and say "Well, we think maybe you are duplicat-
ing." They obviously haven't time for that do they?

Mr. POMMERENING. 'They haven't the resources to devote to it
that I do.

Mr. JOHNSON. Does the President have any input, into this? Has he
any knowledge as to what CIA and FBI are doing in this kind of
domestic intelligence?
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Mr. POMMERENING. I can't speak for President Ford.
Mr. GIAIMO. The time of the gentleman has expired. The gentle-

man from Florida is recognized for 5 minutes.
Mr. LEHMAN. Thank you, Mr. Chairman.
I mentioned before Patty Hearst and Jimmy Hoffa and you indi-

cated that they were basica ly an investigative type of operation-not
intelligence. To clarify, can you give me a ball park figure on how
much you have spent on Patty Hearst? Whether it is $500,000 or $20
nu or what? Can you give me.a rough idea, on the cost of that
investigation?

Mr. WALSH. In response to that, Mr. Lehman, the principal ex-
penditure is manpower. If we were to compute the salaries of the
agents working on that-if you are asking for an off-the-top-of-my-
head figure, I would say halfa million dollars at least, to date, but I
can furnish the information for the record if any cost data have been
collected.

[The following information was furnished for the record:]
Following the initial and major thrust of the Hearst investigation, cost figures

collected on a one-time basis disclosed that as of May 5, 1974, $2.6 million had
been expended by the FBI on the case. Specific figures as to the cost of this investi-
gation have not been collected since that time.

Mr. LEHMAN. Of course I think just from what you read in the
papers, it must have been several times that much money. What I am
trying to say is that investigation costs cover a lot of your intelligence
costs and by transferring these operations, or transferring the results of
these operations, are you not really spending a lot more for intelli-
gence than is indicated in the $82 million?

Mr. WALSH. It gets down to a question of definition and what you
say is certainly true but there is no way to compute that.

Mr. LEHMAN. I think I have made my point that perhaps from the
standpoint of actuality, $82 million does not include your whole
intelligence budget.

Let me go back to what Mr. Pike was talking about in the statistics
in regard to the number of files that you have. I think you said there
were 700,000 active files?

Mr. WALSH. No, sir, these are investigative matters received. There
were many more times than that.

Mr. LEHMAN. You have that many-
Mr. WALSH. There are over 6 million files in the Files and Communi-

cations Division of the FBI and some 58 million index cards I believe.
Mr. LEHMAN. What do you call those that you had the 700,000 on?
Mr. WALSH. Investigative matters received in a fiscal year.
Mr. LEHMAN. In those investigative matters you said 75 percent

were regarded as criminal investigations, about 4 percent were security
clearances, and the other 20 or 21 percent were all others that were
basically neither criminal nor security.

Would all those others include such files as perhaps Joan Baez, or
Jane Fonda, or citizens that have not committed a crime and have not
applied for security clearance? I wonder what is in that other 20 per-
cent and what is thie authority for pursuing this kind of activity?

Mr. WALSH. I can't tell you with specificity, sir, but every individual
that we have acquired information on in pursuance of our mission
could very likely have a file open.
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Mr. LEHMAN. Are there any Congressmen in those particular files?
Mr. WALSH. I believe there are files on Congressmen, sir, and I

think we have reported the specific number in another forum. I
haven't that statistic with me but we have reported that number.

Mr.'LEHMAN. Can I ask you a very personal question?
Mr. WALSH. Certainly.
Mr. LEHMAN. Am I in there?
Mr. WALSH. I don't know that, sir.
Mi. LBHMAN. Could you let me know?
Mr. WALSH. I imagine I could, sir, yes.
Mr. LEHMAN. If yOu did have one, could I see it?
Mr. WALSH. I can't answer that because there are procedures that

have to be followed-
Mr. LEHMAN. I am not trying to make this personal, but I am trying

to relate it to what is the basis for this kind of activity.
Mr. WALSH. Under the Freedom of Information Act, Mr. Lehman,

I would assume that your file and anyone else's file is available.
Mr. LEHMAN. All these files you have, can anyone see theirs if they

request the information in that file?
Mr. WALSH. The terms and regulations under the Freedom of In-

formation Act are very technical.
Mr. LEHMAN. About these noncriminal and nonsecurity clearances,

what is the legal justification for this activity? On what legal basis do
you acqu ire this information?

Mr. WALSH. Security clearances are pursuant to Executive order.
I would like to mention, sir, the vast majority of those investigations,
the preponderant majority of them, are not conducted by the FBI.
They are conducted by the Civil Service Commission.

Mr. GIAIMO. The time of the gentleman has expired.
Mr. Walsh, can you tell us how much the FBI spends on computers,

hardware, and all that is encompassed within the expenditures for
computers?

Mr. WALSH. We have those figures, Mr. Chairman. Whether we
have them with us or not I can't tell you, but we know specifically how
much that is.

Mr. POMMERENING. For fiscal year 1975, which is the year I have
been quoting figures from, the amount of moneys committed for com-
puter systems support was $9,384,000.

Mr. GIATMo. That isfor systems support?
Mr. POAMEERENING. That includes hardware rental, acquisition,

staff, software, telecommunication lines, and so forth.
Chairman PIKE. Can you tell me if you know what types of in-

formation the computers are used for? Are they strictly for FBI
usage or are they tied in, in any way, to other governmental services
or agencies of any kind?

Mr. POMMERENING. To the best of my knowledge, they are used
solely for FBI purposes, plus the contact which is maintained with
Federal, State, and local law enforcement to enter data and retrieve
data and make inquiries with the NCIC system. NCIC, as you know,
is .composed of eight files including fugitives, stolen cars, stolen
securities, stolen firearms, and these sort of things.

Chairman PIKE. If you can enlarge on that question for the record,
we will appreciate knowing whether or not in fact you gain infornia-
tion and data from any knowing governmental agencies other than
the FBI and the activities within the jurisdiction of the FBI.
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I yield back the balance of my time and recognize counsel, Mr. Field.
[The information requested by Congressman Pike 'will be printed

in the appendixes of the November 18, 1975, hearings.]
Mr. FIELD. Thank you, Mr. Chairman.
I would like to probe this figure that we talk of, the total budget

figure.
This morning you told us, and by telling us you have told the

American people, that they are spending $82 million a year for intelli-
gence. That is all intelligence costs, now.

I woulh maintain that is not entirely accurate.
Let me go through a few things.
What about background check? A full field investigation was done

on me. That cost a considerable amount of money.
Do you consider that intelligence? Is that in the secret, $82 million

budget?
Mr. WALSH. No; it is not, Mr. Field.
Mr. FIELD. If that is not intelligence, then the purpose of that

background check is now over. Am I to presume you have destroyed
those files?

Mr. WALSH. No, sir.
Mr. FIELD. You are keeping them?
Mr. WALSH. Yes, sir.
Mr. FIELD. That is information?
Mr. WALSH. Yes, sir.
Mr. FIELD. That is intelligence?
Mr. WALSH. No, sir.
Mr. FIELD. It is not intelligence.
Mr. WALSH. It depends on your definition, sir.
Mr. FIELD. Why are you keeping it, if it is not intelligence?
Mr. WALSH. We follow the regulations of the Archivist of the United

States. That is an official document
Mr. FIELD. Does the Archivist define intelligence for the FBI?
Mr. WALSH. No, sir.
Mr. FIELD. I would appreciate it if you would either include the

cost of the intelligence you have about me in your budget or else get
rid of it, because I think it is not fair to treat it as though it, is not
intelligence, as far as your budget is concerned, but to keel) it as
intelligence for practical 1 oes.

Was my background check given to anybody else, such as the
Department of Defense, or the CIA?

Mr. WALSH. I am not acquainted with details of your background
check, Mr. Field.

M r. FIELD. Could it have been?
Mr. WALSH. It could have been un(ler certain circumstances.
Mr. FIELD. So in fact it is intelligence. It is used by people to find

out about me.
Mr. WALSH. I cannot agree with that definition.
Mr. FIELD. I appreciate that, for the record. I think we have a

pretty good understanding of common sense and it sounds to me like
intelligence.

What about the cost of computers? The National Crime Information
Center is fairly expensive. Is that considered a cost of intelligence?

Mr. WALSH. No, sir.
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Mr. FIELD. That is not information that is used as intelligence
about people?

Mr. WALSH. No, sir.
Mr. FIELD. It is not used for that.
I would appreciate knowing what it is used for, if it is not used for

that purpose.
Mr. WALSH. May I ask, sir, if you are going to address these ques-

tions to me in writing?
Mr. GIAIMO. He is addressing them now if you can respond. If you

want additional time to respond in writing you may have that.
Mr. FIELD. We have a different problem. We are not interested in

keeping the budget down. We are not interested in making it look as
though there is not very much intelligence being done in this country.
Our problem is to tell an oversight committee what to look at, when
they start assessing how much this is costing the taxpayer.

How about the cost in fingerprint files in that whole fingerprint
division?

Mr. WALSH. We have exact costs on that.
Mr. FIELD. That is included in the $82 million?
Mr. WALSH. No.
Mr. FIELD. Is it $50 million or something like that? That is not

information; that is not intelligence.-
Mr. WALSH. No, sir.
Mr. FIELD. How about the cost of living and allowances at foreign

posts for FBI people?
Mr. WALSH. That, is not intelligence.
Mr. FIELD. And they are not over there on intelligence, they are just

in foreign countries carrying out domesticMr. WALS. A liaison assignment but I have conceded there can
be some intelligence developed-

Mr. FIELD. It sounds like that is all they are over there for and that
that is a way, of shifting the real cost of intelligence out of that budget.

How aboit the National Bomb Data Center?
Mr. WALSH. Yes, sir.
Mr. FIELD. That is intelligence?
Mr. WALSH. It may be in the dictionary's definition, sir, but it is

not in ours.
Mr. FIELD. Investigations. We never really did find out what they

were beyond a certain small percentage. Investigations. The word is
there. It is not intelligence?

Mr. WALSH. Not in the sense we are trying to break out these costs,
Mr. Field.

Mr. FIELD. I appreciate that for the record and it is an interesting
answer.

If we were to add in all these things but start adding in the Drug
Enforcement Administration, the internal security activities of the
Justice Department, isn't it a fair statement that the American tax-
payer is paying closer to half a billion dollars for intelligence in th,
Justice Department, a lot closer to that, than he is the $82 million?
Wouldn't that be a fair statement?

Mr. WALSH. I can't agree with that, sir.
Mr. FIELD. I yield back the balance of my time.
Mr. MILFORD. Do you consider the local police identification names

and the personnel files of this Congress as being intelligence?
58-920--75----21
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Mr. GIAUMO. We are not going to get into an open colloquy between
members of the committee and counsel. I believe the point counsel
makes is that the $82 million which the FBI claims as its budget
for intelligence does not take into account other portions of their total
budget which also are used in the intelligence-gathering field and
when taken in total, total a great deal more than the $82 million.

In other words, it is within the effort of certain agencies, and I
believe Justice is one of them, to try to keel) their intelligence budget,
figure low so it will be a more appealing figure to Congress. Therefore
it doesn't take in some of these other aspects, which in a stricter
definition-and, of course, Mr. Walsh is correct when he says it de-
pends on the definition-but from a broader scope, that are necessary
in order to carry on an intelligence function and which can well be
considered by us as meaning that intelligence functions are more than
$82 million.

At this time we will complete the hearing with the present gentle-
men, Mr. Pommerening, Mr. Walsh, and Mr. Hoobler, and the com-
mittee will stand in recess until 2 o'clock this afternoon, at which time
we will have with us the Commissioner of the Internal Revenue Serv-
ice, Mr. Donald Alexander.

[Whereupon, at 12:15 p.m., the committee was recessed, to recon-
vene at 2 p.m., this same day.]

AFTERNOON SESSION

Chairman PIKE. The committee will come to order.
Our witness this afternoon is the Conmissioner of the Internal

Revenue Service, the Honorable Donald Alexander.
Mr. Alexander, it is very nice to see you again. I apologize for the

number of times we have seen each other this year. That was my
Ways and Means hat. This is a different one.

The subject is essentially the same. You may proceed with your
prepared statement.

STATEMENT OF HON. DONALD ALEXANDER, COMMISSIONER OF THE
INTERNAL REVENUE SERVICE, ACCOMPANIED BY WILLIAM. E.
WILLIAMS, DEPUTY COMISSIONER; MEADE WHITAKER, CHIEF
COUNSEL; SINGLETON WOLFE, ASSISTANT COMMISSIONER, COM-
PLIANCE; WARREN BATES, ASSISTANT COMMISSIONER, INSPEC-
TION; ROBERT POTTER, ASSISTANT DIRECTOR, INTELLIGENCE
DIVISION; MISS ANITA ALPERN, ASSISTANT COMMISSIONER,
PLANNING AND RESEARCH; JOSEPH DAVIS, ASSISTANT COMMIS-
SIONER, ADMINISTRATION; AND ALAN BECK, FISCAL MANAGE-
MENT OFFICER

Mr. ALEXANDER. Thank you, Mr. Chairman, it has been my
pleasure to appear before you in your capacity as a member of the
Ways and Means Committee Oversight Committee several times, and
my colleagues and I look forward to appearing before you and the
other members of the Select Committee on Intelligence this afternoon
to discuss with you what we do, why we do it and how we do it.
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First I would like to introduce my colleagues to you, Mr. Chairman.
On my immediate left is Mr. Willia'm E. Williams,'Deputy Commmis-
sioner of Internal Revenue.

On Mr. Williams' left is Mr. Warren Bates, our Assistant Commis-
sioner, Inslpection.

On my immediate right is Meade Whitaker, Chief Clnsel of the
Internal Revenue Service, and on Mr. Whitaker's right is Mr. Single-
ton Wolfe, our Assistant Commissioner, Compliance.

Others who may respond to questions that, the committee may have
about detailed activities or expenditures of the Internal Revenue
Service include Miss Anita Alpern, Assistant Commissioner, Plan-
ning and Research, behind Mr. Williams.

Mr. Joseph Davis, Assistant Commissioner, Administration, and
to Miss Alpern's right, Alan Beck, our fiscal management officer.

Mr. Chairman, I have a prepared statement which has been dis-
tributed to the committee, along with a pink document which the
committee received yesterday on our new information-gathering guide-
lines. I would like to summarize the statement and submit the state-
ment as a whole for the record.

Chairman PIKE. Without objection, the statement and information
gathering guidelines will be placed in the record.

[The information-gathering guidelines referred to by Mr. Alexander
are printed on pages 593- to 601 of the appendix. Mr. Alexander's
prepared statement follows:]

STATEMENT BY DONALD C. ALEXANDER, COMMISSIONER OF TIE INTfERNAL
REVENUiE SERVICE

Mr. Chairman and Members of the Committee, I am pleased to be here this
afternoon, to discuss with you the information gathering activities of the Internal
Revenue Service, and to place those activities hi perspective to the Service's
overall operations and resource requirements. At the outset, let me state that I
am going to be as open and as candild with you as the data available to me per-
mits. However, as I shall describe to you shortly, the incorporation of a variety
of IRS operations under "i ,ingle organizational function does make it difficult,
in some instances, to identify precise figures with regard to specific individual
activities. Moreover, this problem with respect to the concerns Qf this Committee,
is compounded somewhat by semantics;Nevertheless, we are going to do our
best to provide you with all the facts and figures at our disposal.

Before getting into any detailed discussion, I would like to'clear up tbe semantic
problem which I just mentioned. Obviously, the IRS collects.enormous quantities
of information covering every taxpaying entity in the Nation. This information
is essential to the Service in determining a taxpayer's prophet tax liability. The
vast. preponderance of this data is submitted to us, timely and accurately, by the
taxpayers themselves, in voluntary compliance with the law. The riceic, in turn,
bears a responsibility to the taxpayers for the careful custodianship if the data
with which they entrust us, just avs we bear a fiduciary responsibility for the taxes
we collect.

This represents the bulk of information gathered 1)y the IRS. We do, however,
collect additional information regarding taxpNayer., under three general sets of
circumstances. The first and by far the largest, is our normal audit proe.m, where
we are generally seeking substantiation rather than inforrmation itself. In the
second set of circumstances, additional information regarding specific taxpayers
is sought by the Service in connection with specific tax inv(Vtgations,-where we
have established a controlled case file based upon data alreaW in our hands that
suggests that probable existence of criminal or civil tax fraud. The establishment
of such an investigation will frequently have come about as a result, of our normal
audit procedures, such as the application of the discriminatIt function by our
service center computers, or as a re-Ault of data acquired incid..nt to the audit of
another taxpayer. The collection of specific, ca.se related information is made
through )rofessional law-enforcement investigative methods, uch as interviews
and the examination of third party records.
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The third set of circumstances in which information is gathered by the Service,
which may be described as "intelligence gathering", involves the evaluation of a
variety of information Items as potential indicators of revenue non-compliance or
of breaches of our own integrity. As we understand it, Mr. Chairman, it is this
sort of information gathering in which your Committee is interested, and it is
these Service activities I would like to discuss with you in detail this afternoon.

Internal Revenue's "intelligence gathering" activities fall into two basic areas
of concern; (1) those activities related to enforcement of the Internal Revenue
Code; and (2) those activities related to the Service's internal security and the
integrity of its employees and its operations. The former area is by far the larger
of the two, and includes three distinct activities: The Intelligence Division's
information item and background files, our Joint Compliance Program, and our
Return Compliance Program.

I should point out that the name of our Intelligence Division may be somewhat
misleading from the Committee's point of view. This division, as many of you
may know is the Service's criminal enforcement arm, and the bulk of its resources
are expended directly upon specific tax fraud investigations. As an esample, only
an estimated $4.3 million of the Intelligence Division's FY '75 budget of $100
million was spent on generalized information gathering. Much of the resources
expended in this activity relates to the evaluation of tens of thousands of un-
solicited "tips" which the Service receives from the public each year. Over the
last three years, we have evaluated roughly 100,000 such publicly submitted
information items annually. In addition, the Intelligence Division receives about
20,000 information items per year from other Service activities, such as our Audit
and Collection Divisions, and another 20,000 or so items from other Government
agencies.

Of the approximately 140,000 total information items we receive -each year,
about one half are found to have no present revenue potential, or no relationship
to tax law enforcement whatever. Those with no tax-relevance whatever that
appear to have potential interest to other law enforcement agencies are forwarded
to the appropriate organization, following review and concurrence by the Director
of the Intelligence Division. Under present procedures, the information items are
held by the receiving office for five years.

After five years, they are destroyed. We are in the process of revising these
procedures to shorten the retention period for those items that are not directly
tax related.

The other information items we receive are either subject to further Intelligence
investigation, or are forwarded to other IRS activities, as appropriate. Those
items which, upon detailed evaluation, do not appear to justify any action are also
held for five years in manual files for possible further reference. After five years
they are destroyed. In addition to those information item files, our field Inteligeice
organizations also retain a "background file" on taxpayers who are under investi-
gation, but upon whom a civil or criminal case file has not yet been established.

nder our recently revised and tightened procedures, all information in these
files must be directly tax related. These files contain unsolicited data received by
the Service, as well as information which the Service may have actively sought
from other government agencies, or from informants.

As I stated a moment ago, our Intelligence organization estimates that it spent
approximately $4.3 million on the generalized information gathering activities
which I have just described. The bulk of this expenditure was devoted to the re-
view, evaluation, and disposition of the information items involved. This figure
represents a substantial reduction from the resources spent on these activities
during prior years. This is because the IRS halted its generalized intelligence
gathering activities in January 1975, pending a thorough review of procedures in
this area. This review has been completed. Copies of our newly revised and tight-
ened procedures have been furnished to the Committee. The expenditures for this
activity in FY '74 were an estimated $6.5 million. During FY '73, these amounts
were even higher-roughly $11.8 million was spent in our generalized intelligence
gathering and evaluation activities, representing nearly 16% of the FY '73 In-
telligence Division budget of $74 million. Our projection for FY '76 indicates that
anticipated generalized information gathering efforts will be a far smaller per-
centage of our total Intelligence Division expenditures.

We hae two other enforcement-related information gathering programs in the
Service: our Joint Compliance Program and our Returns Compliance Program.
The Joint Compliance Program, or JCP, is a loosely structured district level
program designed to allow our district directors to have some local research and
analysis capability in order to determine taxpayer compliance in the areas under
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their jurisdiction. Manpower is allocated to the Districts for research to determine
the extent of non-compliance with the tax laws within locally selected occupations
industries, or geographic areas that would not be identified by other established
Service non-compliance detection processes. Information from a variety of sources
is analyzed and the areas that appear most likely to have the highest- degree of
non-compliance are selected for project attention. The scope of non-compliance is
determined by a taxpayer sample, and remedial actions are suggested. Such
actions-would -incidetaking appropriate enforcement actions; revising the tax
regulations, forms, etc., or recommending revisio-Othe law; and working with
taxpayer associations to educate members of tax reporting requirements.

In FY '75, the Service expended an estimated $3.5 million on JCP activities.
This represents a reduction from our F Y '74 operational level of approximately
$5.3 million.

Our Returns Compliance Program, or RCP, is administered by our Collection
function. RCP activities are designed to identify delinquent return filers from leads
generated both within and without the Service. Outside leads typically include
state records of licenses and permits, industry trade associations, and other largely
public documents. Such information is then cross-checked against IRS records to
ascertain the existence of non-filers. In the past three years, RCP has produced an
estimated 885,000 delinquent tax returns, with combined assessments in excess of
$370,000,000. In Fiscal Year 1975 our RCP activity cost $10.7 million.

The three areas I have discussed so far this afternoon represent the Service's
total enforcement intelligence gathering efforts. In sum, for FY '75, they cost an
estimated $18,515,000. This represents approximately 1.2% of the Service'l
FY '75 budget.

As I indicated at the outset, in addition to our elforcement-related intelligence
gathering activities, we also engage in a very small amount of general information
collecting in association with our own Internal Security operations. The major
duties of the Internal Security Division of the Inspection Service are to conduct
background investigations of job applicants; investigate complaints of misconduct
or irregularities concerning employees; and investigate persons outside the Service
who attempt to bribe or otherwise corrupt Service employees and who threaten or
assault employee..

The preponderance of Internal Security activities is directed at specific cases
and allegations. Internal Security has no formal system for "general intelligence
gathering" as such. However, inspectors do get general intelligence information
as part of their job. This may be unsolicited from such sources as rank and file
employees, management officials, the Congress, state and Federal government
agencies, anonymous letters, etc., or it can be incident to an ongoing investigation.
Information gathered in this way is evaluated and, based on the judgment of
Internal Security managers, may result in a specific case or may be put in a
miscellaneous file for possible future reference.

On a very limited basis, Inspection has paid money to non-IRS individuals for
information, and expenses related to securing that information. This information
is very specific and almost always results in an investigation. In Fiscal Years
1973-1975 this has totaled approximately $3,500. In addition, payments-have
been made to IRS employees for expenses they have incurred in assisting in-
vestigations by Inspection. These expenses Ve incurred almost exclusively in
connection with bribery investigations. In Fiscal Years 1973-1975 this totaled
approximately $11,000.

While Inspection has no ongoing system for general intelligence gathering there
have been several individual projects involving limited intelligence gathering.
During Fiscal years 1973-,1975 the money spent on these projects totaled approxi-
mately $36,383,00. These projects have all been. stopped becalise they did not
indicate integrity breakdowns. -

In summary, Mr. Chairman, I have presented you with a broad, but I believe,
complete picture of Internal Revenue's general intelligence gathering activities,
and the costs associated with those activities. My associates and I look forward
to your questions.

Mr. ALEXANDER. Mr. Chairman, we will do our best to cope with
the expectation of precision that you have.

We gather, as you know, in your other capacity, more information
from more people about their financial affairs and about their lives
than any other agency, and we have a duty to gather this information
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only0to the extent that it is necessary in the administration and en-
forcement of the Internal Revenue laws, and we have a duty to safe-
guard the information that we gather.

So, in the broadest sense of the term, we are probably the largest
information or intelligence-gathering agency to appear before this
committee in the exercise of its responsibilities.

In addition to the information that is given us voluntarily, we must
ask for and obtain further information. Much of this is requested and
obtained in thd course of our fulfillment of our audit responsibilities.
Last year we conducted almost 2,500,000 audits, and in connection
with each of those audits, it was probably necessary for us to ask
for information beyond that submitted on the taxpayer's tax return.

This information is largely information to substantiate deductions
or credits, or the characterization of items on the return, but in addi-
tion to this tyI)e of information gathering, which we engage in to a
very large extent, and which we must engage in to fulfill our responsi-
bilities, we engage in other and much smaller and narrower types of
information gathering. It is those we would like-to explore with
you this afternoon.

In one set of circumstances, additional information regarding a
specific taxpayer is sought in connection with specific tax investiga-
tions where we have already established a file that suggests the
possibility of civil or criminal fraud.

Generally, these investigations come about as a result of our normal
audits or our collection processes and the referral of cases to Intelli-
gence. Here we need to collect certain specific and case-related infor-
mation through professional investigative methods.

Another set of .ircunstances which can be described as intelligence
gathering in the broad sense of the term, involves the evaluation of a
variety of information items as potential indicators of revenue non-
compliance or sometimes breaches of our own integrity.

As we understand it, Mr. Chairman, it is this particular type of
information gathering in which your committee is most interested.

Now, intelligence-gathering activities of this type fall into two
basic areas: First, those related to enforcement of the Internal Revenue
Code, and second, those related to our own internal security and the
integrity of our employees and operations.

Of these, the former is the larger area. It includes our Intelligence
Division and our joint compliance program. Our intelligence Divisioii
is our criminal enforcement arm. Last year it was budgeted at about
$100 million. Only about $4.3 million, however, of this $100 million was
spent on generalized information gathering.

Much of these resources relate to thousands of tips or informant
communications we receive from the public each year unsolicited.
Perhaps "informant" is the wrong word. These are communications
from.people to the Internal Revenue Service about other people's
taxes.

We receive more than 100,000 information items of this type
annually, and then we receive from the inside of the Service another
40,000 or so such items annually. We find that many of these have no

otential whatever. Many of them are grudge letters or crank letters.
understand that Congressmen are not immune from receiving such

letters, and I think we can tell one when we see one and know what to
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-do with one. We keep it for a while. We keep it because the person
who sent it may follow up and complain about a possible violation of
integrity on the part of the Service in not following up, or the person
may claim a reward under section 7623 of the Internal Revenue Code
which contains a provision for reward.

We keep them, but we don't do anything with them.
Those that relate to possible violations of laws other than those

that we have the authority to enforce are referred to the proper agency,
and those that are related to enforcement of the tax laws are retained
and evaluated. After a period of normally 5 years, these items, if not
used, are destroyed. We are reevaluating that retention period in
connection with the new information guidelines we have submitted to
this committee.

Now, under these new guidelines, all information that is put in our
-case files must be directly tax-related. We have a definition that we
will be glad to explore with you, a definition by example of what is
directly tax-related on page 2 of the pink guidelines.

As I mentioned, our intelligence organization estimates that it
spent about $4.3 million on this generalized information-gathering
activity, and the bulk of this expenditure was in the review and
evaluation and disposition of information items. This $4.3 million is a
substantial reduction in the corresponding expenditures made in prior

* years.
On page 6 of my statement, I point out, in fiscal year 1973, we

spent about $11.8 million in these same generalized information-
gathering and evaluation activities and this represented nearly 16
percent of our 1973 intelligence division budget.

In 1974, this $11.8 million was reduced to $6.5 million and last
year it fell to $4.3 million.
--- In evaluating the resources made available to us and the need for
proper utilization of these resources, we don't place generalized in-
formation-gathering at, the top of the scale. I mentioned earlier that
we had two other enforcement-related information-gathering pro-
grams. Our joint compliance program and our returns compliance
program, JCP and RCP. JCP is comparatively small and somewhat
loosely structured district level program designed to allow our district
directors to have some local freedom in meeting local needs in the ad-
ministration and enforcement of the tax laws. We allocate manpower,
a small part to the district for research to determine the extent of
noncompliance within locally selected occupations, industries, or
groups-areas that would not be identified sufficiently by our general
system of selection of taxpayers for investigation.

We analyze information from a variety of sources. We attempt to
determine the scope-of noncompliance and the actions which should be
taken to remedy it, and these actions include not only enforcement but
also revising our regulations and our forms, recommending revisions
to the law, and working with groups of taxpayers or employers in an
effort to solve problems.

In fiscal year 1975, we spent about $3.5 million on joint compliance
programs and this represented a reduction from our fiscal year 1974
expenditure of a considerably larger amount.

Our returns compliance program is administered by our collection
function, and returns compliance is designed to do what its name would
imply: To identify people who should have filed returns but who
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didn't file returns. We identify these people from lead. generated both
from within and without the Internal Revenue Service. We use State
records of licenses and permits. We use industry trade association
periodicals, and other largely public documents, including the yellow
pages. We cross-check this information against IRS records to ascer-
tain the existence of nonfilers, and in the past 3 years, this returns
compliance program has produced an estimated 885,000 delinquent
tax returns, with large combined assessments of taxes.

This activity cost $10.7 million in fiscal year 1975.
These three activities together, our intelligence division activity in

this respect, our joint compliance program, our returns compliance
program, cost in the year 1975, about $18.5 million, or about 1.2 per-
cent of our total 1975 budget

At the outset, I mentioned that we also engaged in a small amount
of information-collecting in association with our internal security
operations, designed to protect the integrity of the Internal Revenue
Service. The major duties of the Internal Security Division of the in-
spection service include checking job applications, investigating
complaints of misconduct or irregularity concerning employees, and
investigating persons outside the Service who attempt to bribe or
otherwise corrupt Service employees or who threaten or assault
employees.

The preponderance of internal security activities is directed at
specific cases and specific allegations. It has no formal system for
general intelligence-gathering as such, but inspectors do get some
general intelligence information as part of their job. It may be un-
solicited in connection with an ongoing investigation. We evaluate
this information and it may result-and sometimes does-in a specific
case, or it may be put in a miscellaneous file for possible future refer-
ence. On a very limited basis, inspection has paid money to individuals
outside the IMS for information and expenses. In fiscal years 1973
through 1975, this has totaled approximately $3,500. We have also
made certain payments to IRS employees for expenses incurred in
assisting inspection investigations; in the same fiscal years, 1973
through 1975, this totaled about $11,000.

There have been several individual projects for inspection involving
limited intelligence-gathering; the money spent on these projects
in the same fiscal years, 1973 through 1975, was approximately $36,000.
These projects have all been stopped.

Mr. Chairman, this is a broad overview of our intelligence-gathering
activities and the costs associated with these activities. We look
forward to your questions and the questions of your committee
members and staff with respect to this issue of costs, the issu6 of intel-
ience gathering generally, and the further issue of our relationship

with the other agencies charged with law enforcement responsibilities
with intelligence-gathering responsibility.

Thank you.
Chairman PIKE. Thank you, Commissioner Alexander.
First of all, I would like to just state publicly that the amounts

which you spend in this regard compared to the amounts which we
have run into being spent by other agencies in this regard are so puny
that they appear to be almost negligible in the total scheme of things.
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This morning, the FBI reported to us that they thought it would

be very detrimental to their efforts to prosecute organized crime if
organized crime knew how much money was being spent by the FBI
in order to investigate them.

You have no reluctance telling us what you spend to investigate
taxpayers or get intelligence against taxpayers. Is it because the
taxpayers are disorganized, that you don't find this a necessarily
secret figure?

Mr. ALEXANDER. I wouldn't say that that was the reason. We have
found some taxpayer groups to be very highly and efficiently organized
and it takes an efficient organization on our part to cope with the
problems such organizations produce.

We have no problem-
Chairman PIKE. You understand, Mr. Alexander, you are the first

person to come before this committee who has told us what you spent
in gathering intelligence-told us in open session what you spent in
gathering intelligence-and it comes as kind of a shock and a break-
through to us to hear somebody come in and say, "We spend this
much money doing this kind of thing." It is rather refreshing.

When other intelligence-gathering agencies pay informants in the
United States of America for information, does the Internal Revenue
Bureau know about it?

Mr. ALEXANDER. Mr. Chairman, first I will try to respond, and then
I will ask Mr. Wolfe to speak.

Chairman PIKE. I assume nothing is withheld, as a withholding tax,
for money that is paid for information?

Mr. ALEXANDER. We think informants, like others, share the privi-
lege of all Americans in paying taxes upon their income, including
what they get for being informants, and we have a responsibility to see
to it that informants meet their tax responsibilities.

Chairman PIKE. You are not necessarily dealing with the best
white collar element in American society when you are talking about
these informants and I just wonder to what extent they do pay taxes
on the money they get for being informants.

Mr. ALEXANDER. I am not sure that we have any special programs
that would identify the degree of compliance or noncompliance in the
informant population which I am told is growing to some degree.
Programs using informants are not growing to as great a degree now
because Internal Revenue has terminated its association with many of
them in the Miami area and elsewhere.

Chairmhm PIKE. How about when FBI pays an informant, do you
know what the FBI has paid an informant?

Mr. WOLFE. Mr. Chairman, we do not know what other agencies
have paid to informants, no, sir.

Chairman PIKE. It is perfectly conceivable one element of our
Government is paying informants money which never really gets
taxed at all; is that conceivable?

Mr. WOLFE. That-could be conceivable that one agency could be
paying money that was not reported as taxable income; yes.

Mr. ALEXANDER. I don't believe there is any withholding.
Chairman PIKE. I don't believe so either and that is exactly why I

raised the question.
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When you collect information which may involve crimes or offenses.
other than income tax evasion, you say you turn it over to other,
authorities.

Do you follow up on what happens to this, at all, or do you just
turn it over to the other authorities?

Mr. ALEXANDER. So far as I know we don't follow up. Can you add
to that, Mr. Wolfe?

Mr. WOLFE. No, sir, Mr. Chairman, we do not follow up.
Chairman PIKE. When you get information-I presume, Mr.

Alexander, you run a pretty broad computer system in the IRS. Into
your computer gets cranked all kinds of information about all kinds.
of American citizens. Am I right thus far?

Mr. ALEXANDER. You are certainly right, sir.
Chairman PIKE. Does anyone have access to your computers, other

than the Internal Revenue Service?
Mr. ALEXANDER. Let me put this in context, Mr. Chairman. We

have our major computer system, which has the information that you
described in our master file, at Martinsburg, W. Va. Access to this
computer system is limited to the Internal Revenue Service. However,
other people-congressional committees, other agencies of the Govern-
ment, and others beyond congressional committees and other agen-
cies-can obtain tax returns and tax return information from us.

Chairman PIKE. Who spends more time getting information from you,
congressional committees or other agencies of the Government?

Mr. ALEXANDER. Other agencies of the Government.
Chairman PIKE. I was pretty sure of that.
Mr. ALEXANDER. Oh, yes.
Chairman PIKE. It would be at least 95 to 1, would it not, as far as

the amount of information that you give to congressional committees
compared to other agencies of the Government?

Mr. ALEXANDER. I would certainly think so, because the Depart-
ment of Justice, which is our largest customer, has the largest need.

Chairman PIKE. My time has expired. Mr. McClory?
Mr. MCCLORY. Thank you, Mr. Chairman.
You say that these tips come from tens of thousands of persons. How

many are there? Thirty thousand? Eighty thousand?
Mr. ALEXANDER. Let me make it clear that I was talking about the

number of communications that we receive annually. Now, one person
might send in several communications, but assuming the number of
communications is roughly equivalent to the number of communica-
tors, we receive, I am told, more than 100,000 of these communications
annually from the outside, Is that correct, Mr. Wolfe?

Mr. WOLFE. Yes, sir. Last year, in fact, in fiscal year 1974, we
received about 106,000.

Mr. MCCLORY. You are paying out $4.3 million from the intel-
ligence funds? Is that a bounty or reward? What is that?

M r. ALEXANDER. Oh, no. That is the cost as we see it, an estimate
of our costs, of our generalized intelligence-gathering work in the
intelligence division. It includes the evaluation and followup of items
such as those which you have just described.

Mr. Wolfe can clarify the other activities.
Mr. MCCLORY. There is no bounty or reward involved in the $4.3

million?
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Mr. WOLFE. No, sir, that is just our payroll costs and other process-
ing costs of gathering this information.

r. MCCLORY. Are you engaged in strike force operations ith the
Department of Justice?

Mr. ALEXANDER. Yes.
Mr. MCCLORY. In that connection, you supply, readily, of course,

the Internal Revenue information necessary there?
Mr. ALEXANDER. Could I clarify that, Mr. McClory? The strike

"', force is, as you pointed out, a combined effort under the aegis of the
Department of Justice. To obtain tax returns however, a request
must come from an Assistant Attorney General, the Deputy Attorney
General, or the Attorney General, to me, for the tax return information
with respect to a specific taxpayer.

Mr. NCCLORY. Then you might use your intelligence activities or
engage in intelligence activities to get additional information, contact-
ing individuals with whom the strike force object is doing business
and the banks and other sources of information?

Mr. ALEXANDER. That is correct, after a case has started.
Mr. MCCLORY. One of the things that has been disturbing to Mem-

bers of the Congress and the American public has been the rather lax
manner in which some directors of the Service have handled the con-
fidentiality of Federal income tax returns. That is, making the infor-
mation available maybe to selected Members of Congress or to the
President of the United States or others.

There is no basis for making any such charge today; is there?
lr. ALEXANDER. Charges can be made, but this charge, would in

my judgment, be without foundation considering the way we are
trying to administer the law. But the law needs correction, Mr. Mc-
Clory. The law is too broad. The law goverrng confidentiality or lack
thereof should be, as we see it in the Treasury Department and the
Internal Revenue Service, tightened up considerably.

Mr. MCCLORY. Would you be willing to make specific recomnmenda-
tions to our counsel and to this committee? One of the principal
objectives, it seems to me, of the work of this committee is to try to
improve the law relating to all of our intelligence agencies, to enhance
confidentiality, wherein confidentiality is important, and otherwise to
close up the gap, to correct the defects in the existing law. Would you
be willing to do that?

Mr. ALEXANDER. Yes, Mr. McClory.
M r. ALEXANDER. Last fall, Secretary Simon sent up to the Hill a

legislative recommendation for correction of a number of defects in
the present law. That would be a good place to start. We will get that
to you.

Mr. MCCLORY. Thank you very much.
[Subsequently, the IRS submitted to the committee (1) a draft bill

"To amend the Internal Revenue Code of 1954 to restrict the au-
thority for inspection of returns and the disclosure of information with
respect thereto, and for other purposes"; and (2) a "Proposal to amend
section 6903 and related Code sections having to (1o with disclosure of
Federal tax returns and return information." The draft legislation-
S. 4116, 93d Cong., introduced by Senator Bennett-and the proposal
are in the committee files. A letter from Mr. Alexander to Mr. Field
relating thereto is printed on pages 602 to 603 of the appendix.]
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Mr. MCCLORY. Have there been any recent changes with regard to
-access to information at the Martinsburg data center to prevent
widespread or unauthorized use of data from that source?

.Mr. ALEXANDER. We are continually reviewing our security meas-
ures to prevent unauthorized access to Martinsburg and to the gold
mine of information stored there. I know of nothing specific beyond
that. Do you, Mr. Bates?

Mr. BATES. No.
Chairman PIKE. The time of the gentleman has expired.
Mr. Giaimo?
Mr. GIAIro. Thank you.
Mr. Alexander, I'd like to get a little more specific on your state-

ment that you get a great deal of inquiry from congressional
committees.

Mr. ALEXANDER. I think that the chairman put it in context when
he indicated about a 95 to 1 relationship with Congress on the low side.

Mr. GIAIMO. Let me put it in a little greater degree of context. Can
any Congressman call IRS and ask for John Doe's tax return?

Mr. ALEXANDER. Not unless that Congressman is John Doe.
Mr. GxA.Mo. Do I understand that the congressional committee

that would deal mostly with IRS probably would be the Joint Com-
mittee on Taxation?

Mr. ALEXANDER. The Joint Committee on Internal Revenue Tax-
ation, the Ways and Means Committee, the Finance Committee, and
the Senate Select Committee has an Executive order, I believe. Who
else, Mr. Whitaker?

Mr. GIAIMO. Isn't it basically the committees which are concerned
with the Tax Code of the United States and the administration of the
Tax Code of the United States?

Mr. ALEXANDER. That is correct.
Mr. GIAIo. Can those committees get tax returns of individuals,

or do they get statistical information?
Mr. ALEXANDER. They can get tax returns.
Mr. GIAMO. Do they get many tax returns of individuals?
Mr. ALEXANDER. No.
Mr. GIAx1O. I assume that the Department of Justice gets many

because of your enforcement procedures; is that so?
Mr. ALEXANDER. That is, to a large extent, the reason why they get

a large number of tax returns. I mentioned that we get a number of
requests in connection with strike force activity.

Mfr. GIAIMO. It is in the enforcement division; isn't that so?
Mv[r. ALEXANDER. That is correct.
Mr. GIAIMO. IRS has come in for some criticism, primarily in very

recent years and days because of the fact that Presidents and/or
Presidential assistants were obtaining tax returns of individuals and
because of the dangers of enemy lists, and so forth; isn't that so?

Mr. ALEXANDER. That is so, and President Ford has issued an
Executive order materially tightening up White House access. We
have issued a similar directive in the Internal Revenue Service
centralizing any such requests in my office or the Office of the Deputy
Commissioner.

Mr. GIAIMo. Do you get many requests for tax returns of individ-
uals or corporations from the FBI or the CIA?
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Mr. ALEXANDER. Many? No; as a matter of fact, I don't know if
we get into any as such, from the FBI.

Mr. Wolfe, that disclosure comes within your function.
Mr. WOLFE. We do not. At least in the last few years we have not

acted on any reque-gts from the FBI.
Mr. ALEXANDER. How about the CIA?
Mr. WOLFE. I have received no request from the CIA.
Mr. GIAIMO. You said in the last few years. What happened to

change the pattern? The last few years happen to have been a critical
period in American history.

Mr. WOLFE. I am trying to recollect the total time in which I have
been in my job.

Mr. GIAINi o. For the record, would you look into this matter and
let us know, going back for about 10 years the number of requests
you have received from FBI, from CIA, from Department of Justice,
from Congress, and, most importantly of all, from the White House.

Mr. ALEXANDER. Yes; we give a report to the Joint Committee on
Internal Revenue Taxation, of requests for tax returns, the source of
the requests and the reason for the request.

I don't know whether we have these reports 10 years back.
Mr. GIAIMO. I won't argue about the number of years, but I would

like your report to precede the gentleman's tenure and certainly cover
more than 2 or 3 years. I won't hold you to a 10-year period, however.

[The information referred to is printed on pages 604 to 627 of theap endix.]9€r. GAIMO. During the period of 1969 to 1973, you had a special

service staff to obtain information and conduct clandestine investiga-
tions on activist organizations and on prominent individuals; is that so?

Mr. ALEXANDER. The special service staff was created in 1969, and
I terminated it when I issued such an order on August 9, 1973. The
special service staff was created by IRS as its response to the needs,
or purported needs, described in much more detail than I could
describe them this afternoon, by the staff of the Joint Committee on
Internal Revenue Taxation in the report that it issued on June 5, 1975.

The special service staff in April of 1973 was supposed to be confined
to dealing with the problem of tax resistors and tax protestors-those
attempting to defeat the enforcement of the laws that we are sworn
to uphold.

Upon becoming Commissioner, I had a briefing on the special service
staff on May 30, 1973, the day after I was sworn in, and I agreed to
its continuance on the understanding that its activity would be so
limited. Finding, in August, that its activities or at least its own view
of its activities was not limited in accordance with those instructions
and those expectations, I ordered it disbanded, and I hope that no
special service staff will ever be created by the Internal Revenue
Service in the future.

Mr. GIAI.O. Can you tell us the statutory authority for setting
up this Special Services Staff?

Mr. ALEXANDER. No specific statutory authority, sir. Just the
authority and the responsibility conferred generally upon the Internal
Revenue Service to administer and enforce the- tax laws.

Mr. GIAIMo. What disposition was made of the information and
the intelligence gathered by this Special Service Staff?
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Mr. ALEXANDER. It is still retained. We instructed that it be
retained until all the congressional committees and other official
investigative bodies with any interest in the Special Service Staff
agreed to its destruction. That process has not yet been completed.
I hope it will be completed by the year 2000 if not before and at that
time we would like to get rid of this junk.

Chairman PIKE. The time of the gentleman has expired.
Mr. Dellums?
Mr. DELLUMS. Thank you, Mr. Chairman.
Mr. Alexander, you, in response to Mr. Giaimo's question pointed

out that this Special Service unit was set up and targeted against
those persons who are organized to protest taxes; is that correct?

Mr. ALEXANDER. No, I said, Mr. Dellums, that in 1973, just before
I became Commissioner, a manual supplement, which really is an
organizational statement, was issued so describing and so constricting
the activities and function of the Special Service Staff, but as far as the
original creation of the Special Service Staff was concerned the Special
Service Staff concerned itself with extremists, in quotes, or perhaps
without quotes. I

I found in October 1972, if I have picked the right month, the Specia
Service Staff was reviewed by senior Internal Revenue officials and a
memorandum issued which stated an interest in such things as rock
festivals, where youth might be attracted. I don't think that is relevant
or a proper part, of the enforcement of the Internal Revenue laws

Mr. DELLUMS. I agree with you.
I would now like to ask this. I was prepared to read from an exhibit

of a meeting that set up this SSS. I would now like to ask, since it was
targeted against so-called extremists, radical, ideological groups in
the country, did the Special Services unit ever conduct an investiga-
tion against Members of Congress?

Mr. ALEXANDER. I don't know. The Special Service Staff itself
did not conduct any investigations, but it did acquire information. It did
transmit that information to the field. As to any particular person,
Mr. Dellums, including yourself, who might want to make an inquiry
as to whether he or she was included in the Special Service Staff file,
we would be glad to look into the file and respond to that inquiry.

Mr. DELLUMS. I am way ahead of you, Mr. Alexander.
Members of this committee staff have indicated to me that this

Special Service forces that I think had a rather distorted and illegal
operation on the part of IRS, did in fact carry out investigations
against myself and Michael Harrington. As I understand you went
against the wrong Michael Harrington, even, so that was a botched up
job. I would like very much to find that out. Not because I am not
worried. I have all kinds of records. What we find out here is that
people who stand up and speak their views often have files in some
agency and I don't know why IRS would be above that.

Can you tell me why this force was set up in the first place?
Mr. ALEXANDER. I think you will have to ask my predecessor who

was in office at the time it was set up. I abolished it, Mr. Dellums. I
abolished it because I believe that social or economic views, whatever
they may be, whether people stood up to state them or state them
sitting down, are irrelevant to the tax system.

Mr. DELLUMs. Let me move to another area of questioning.
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Why is it that your intelligence budget has been so drastically
reduced? When one takes a long view perspective, your budget has now
very seriously been reduced. Is that because of public exposure of
activity such as Operation Leprechaun in Miami where you look into
keyholes to determine the sex lives of individuals?

What reason can you give this committee for why you so drastically
reduced your intelligence budget?

Mr. ALEXANDER. Let me first state that the budget that I described
was only a part of our intelligence division budget as a whole. Instead
of it being reduced, our intelligence division budget as a whole has
, increased.

That particular portion, sir, as you point out, was materially
reduced. It was materially reduced between fiscal year 1973 when it
was almost $12 million, and fiscal 1974 when it was slightly over
$6 million. That was before Operation Leprechaun-an operation
for which I have the same distaste as you-came to light.

Mr. DELLUMS. I am sure Mr. Lehman is going to ask you many
questions.

Mr. ALEXANDER. I am sure he is. I will be surprised if he doesn't.
We have limited resources to (o an extraordinarly large job. We

have an obligation to use those resources most effectively, and I
question whether general intelligence gathering is the best way to use
a lot of money and a lot of people that we need to work cases.

Mr. DELLts. Given that function, (1o you audit the files of CIA
covert employees or agents?

Mr. ALEXANDER. They are not exempt from tax. They don't have
immunity from the tax system, and we audit CIA people the way we
audit other people, which I trust is effective and fair.

Chairman PIKE. Mr. Kasten?
Mr. KASTEN. Thank you, Mr. Chairman.
I want to follow up on the questions of Mr. IcClory on the number

of returns that you are seeming to audit.
There is a statement that was made recently in the press: "It is

hard to imagine a situation in which a Federal agency cannot get a
tax return."

Is that in fact the case, that people can just ask for tax returns in
a helter-skelter way without much backup?

Mr. ALEXANDER. A Federal agency can, under the Presidentially
approved regulations, request a tax return in writing, signed by the
head of the agency, in connection with a matter officially before the
agency.

Mr. KASTEX. Is it true that in the last year, Federal agencies
demanded and got 30,000 tax returns filed by more than 8,000
individuals?

Mr. WOLFE. That is correct.
Mr. KASTEN. 30,000 by 8,000 individuals.
Mr. WOLFE. Precisely there were 29,529 returns on 8,210 taxpayers.
Mr. KASTEN. Your numbers about match mine.
I would like to now talk about the trend here.
In 1972, there were 493 requests received-by IRS involving 6,553

taxpayers.
In 1973 you doubled that, going from 493 to 1,127. Number of tax-

payers involved, 7,625.
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In 1974, you again doubled over 1973. Number of requests received
2,112. Number of taxpayers involved, 8,210.

Is that correct?
Mr. WOLFE. I don't have the figures that you cited for the previous

years. I only have for calendar year 1974. They sound correct and I
will be happy to verify them for the record.

[The information referred to appears in the appendix.]
Mr. KASTEN. Is it also true for all practical purposes that State and

local officials get tax returns on magnetic tapes on a regular basis and
that that offers IRS no effective way to monitor the use of information
which is supposed to be confidential information, by literally thou-
sands of local and St.te officials? Is that true?

Mr. ALEXANDER. State and local officials do, under section 6103
of the Code and our exchange agreements with the States, obtain
Federal tax return information.

Mr. KASTEN. You have no safeguards over how they use that
material?

Mr. ALEXANDER. Yes, we do, and we are imposing further ones.
What we are doing is giving effect to the concern we share with

you. We believe we have an obligation to help States make their, tax
systems work effectively but we believe we have a greater obligation to
protect the confidentiality of income tax returns. We are revising all
our agreements with States to impose additional duties on the States
to safeguard this information.

Mr. KASTEN. At the present time you believe you have got a
problem; is that right?

Mr. ALEXANDER. At the present time we believe we do have a prob-
lem and the States have a problem. We are concerned about this
problem and we are correcting this problem.

Mr. KASTEN. I want to back up a little bit to the law on this
question.

In 1974, the Privacy Act provided that no Federal agency "shall
disclose any record to another agency except pursuant to a written
request by, or with the prior written consent of, the individual to
whom the record pertains."

In addition we have the fourth amendment safeguard against
invasion of privacy and the fifth amendment safeguard against self-
incrimination.

Now are you telling me the law isn't clear on those points?
M\4r. ALEXANDER. NO, I am not telling you that. If I was, I would

like to clarify it.
First as to the Privacy Act, I believe there is an exception for routine

use, to the requirement that you described for routine use and I
believe-

Mr. KASTEN. Mr. Alexander, niay I interrupt?
The problem is this so-called routine use is getting awfully routine

as you double the number of checks without these safeguards.
Wouldn't you agree?
Mr. ALEXANDER. Without safeguards I would be seriously concerned

but I believe that Senator Ervin on the floor of the Senate described
the transmission of information that you and I are reviewing, as a
routine use.
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I share your concern, Congressman Kasten, and I would hope
that in the new section 6103 that Congress might enact to replace
the present section 6103 safeguards would be written into the law with
respect to the transmission of income tax returns and tax return
information to the States.

I certainly would not recommend that these exchange agreements
be abrogated in their entirety, because of the problems of a few, but
I surely do not think that these problems should be permitted to
continue.

Mr. KASTEN. Thank you, Mr. Chairman.
Chairman PIKE. Mr. Murphy?
Mr. MURPHY. Thank you, Mr. Chairman.
Mr. Alexander, I understand you just took over, May 24, 1973; is

that correct?
Mr. ALEXANDER. May 25. I was sworn in May 29.
Mr. MURPHY. Mr. Alexander, there have been reported allegations

of extensive wiretapping of citizens conducted in Baltimore and
Chicago, according to newspaper reports.

Is your IRS investigating these allegations?
Mr. ALEXANDER. We certainly are.
Mr. MURPHY. To what extent are you going into this?
Mr. ALEXANDER. As deeply as possible. We are quite concerned

about these allegations. The Internal Revenue Service has a flat
prohibition against wiretapping. When an allegation of wiretapping
is made against the Service you can be sure we take it very seriously.

Mr. MURPHY. We were told, Mr. Alexander, by a former Attorney
General of the United States-and this is prior to your adminis-
tration-that a school was held for IRS Special Agents on the use
of wiretapping.

Apparatus and a lot of this equipment was bought by the agent's
own money or through a special fund and the head of the IRS said
that he didn't want to know about it. If you had good results, bring
them in, and if you got caught, you were on your own.

Is there any truth to that?
Mr. ALEXANDER. I surely hope not.
Now IRS did have a school, a very unfortunate school which, as I

recall, was terminated in 1965-by my. predecessor, Sheldon Cohen.
Mr. MURPHY. What was the genesis of that school? Who ordered

that school and what was taught at that school?
Mr. ALEXANDER. As to who ordered the school, sir, I do not-know.

I can try to ascertain it.
Mr. MURPHY. Would you give the committee that information-

who gave the instruction, did they use outside -agencies, electronic
firms, and was equipment bought? How much money was spent for
that equipment?

Would you get that information to us?
Mr. AL'EXANDER. I will do my best to supply it.
[The information follows:]

The Technical Investi ative Aids School was a Treasury Department school
held at the old Treasury taw Enforcement School (now the Criminal Investigator
School, Federal Law Enforcement Training Center), 711 12th Street, NWashington,
D.C., which was attended by criminal investigators from all the Treasury law
enforcement agencies.

58-920---75---22
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The first school was held in 1955, and from then until it was terminated in 1965,
eleven schools were held. A total of 108 special agents from the Intelligence
Division attended.

The school was started because it was felt at that time that criminal investigators
needed as much knowledge and skill as possible in the use of various types of
technical investigative aids which, if lawfully employed, would strengthen
investigators' capabilities to detect criminal violators.

This technical school's curriculum was designed to provide a basic knowledge
of various types of equipment and technical aids in investigative work. The
equipment and aids were all commercial projects generally available to most law
enforcement agencies.

The course included such subjects as legal boundaries, basic electronics, micro-
phones, telephone security, amplifiers and recorders, photography, and lock
security.

Instruction was given by personnel from the various Treasury law enforcement
agencies and personnel from the U.S. Army Intelligence School, Fort Holabird,
Maryland. demonstration of investigative equipment--such as lock-picking
kits, etc.-was given by various manufacturers.

It is possible that individuals may have purchased investigative equipment for
personal use with their own money at the time of the manufacturers' demonstra-
tions. Use of personally owned equipment on officil business, however, was
prohibited as early as August 26, 1960, by IRS Policy Statement P-1-109.

We have no procurement records or other information to indicate that IRS
bought any equipment for that school. However, we believe that IRS did reim-
burse the Treasury Law Enforcement School for a pro rata share of the school's
cost. Records of those pro rata reimbursements (made over ten years ago) no
longer exist.

Mr. ALEXANDER. I thought one of the problems with that school-
terminated, sir, in 1965, some 10 years ago-is that it taught such
things as lock picking and the like. That again is not a part of the
enforcement of the tax laws.

Mr. MURPHY. Did this not seem incredible to you as Commissioner
of the Internal Revenue Service, that this could happen in the United
States, in the IRS?

Mr. ALEXANDER. In defense of my predecessors I don't believe
any of my predecessors would want to take the attitude "Do it but
don't tell me." I'think they were fine, honorable people trying to do
their job right.

Mr. MURPHY. Who is authorized to supervise the use of wiretaps
in the course of IRS investigations?

Mr. ALEXANDER. No wiretaps.
Mvr. MURPHY. None whatsoever?
Mr. ALEXANDER. None.
Mr. MURPHY. Any, prior to your tenure?
Mr. ALEXANDER. Probably.
When (lid this rule against wiretaps come about?
Mr. WOLFE. I think this was over 10 years ago. Former Senator

Long from Missouri conducted a Senate investigation on the illegal
and improper use of electronic equipment. It came out during those
hearings that there were some instances in IRS in which illegal
wiretapping was performed by our people. It was at that time we put
out an order-the then Commissioner of Internal Revenue put out
an order-strictly proscribing the use of: (1) wiretapping, or, (2) the
improper use of any electronic surveillance.

To my knowledge every year since then, I think every Commissioner
of Internal Revenue has put out some document warning our people
and admonishing them not to get involved in this, or to use any of
this equipment.
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Mr. MURPHY. Would you have any recommendations you Could
prepare and send to this committee which we as members of Congress
,could enact into law to further protect your right to prevent this sort
of thing from happening again?

Mr. ALEXANDER. We will consider that, Mr. Murphy. We are
deeply aware of our responsibility as the largest law enforcement
agency-in this country, if not the world, to go about our tasks wisely

, and responsibly.
Mr. MURPHY. - want to tell you something. I come from the city of

Chicago. There have been extensive investigations and indictments
out there. I have had more people come to me telling me of pressure
from Federal agents. Witnesses who were going to testify in certain
celebrated trials were told that if they did, their tax returns would be
looked into. People that did business with them would be looked at,
those people contacted and harassed.

I would like to sit down with you some day and give you the details
of these allegations but I would urge today in open session that this
not take place in this country.

MIr. ALEXANDER. I share your view completely.
Chairman PIKE. The time of the gentleman has expired.
Mr. ALEXANDER. The actions you describe have no part in our tax

system or in the Internal Revenue Service or this country. I would
like very much to get as much detail as possible from you or from
anyone else having knowledge of the matters you describe, because I
would like for our inspection service to follow up on these and make
sure that tax enforcement is not used as that sort, of completely
improper and illegal threat.

Mr. MURPHY. I appreciate your comments, sir.
Chairman PIKE. Mr. Milford?
Mr. MILFORD. I have no questions.
Does anyone want my time?
The gentleman from Wisconsin, Mr. Kasten, a couple of minutes.
Mr. KASTEN. Thank you.
I want to go back to my previous questions and point out it is not

just State and local government we have the problem with. I don't
want to make it appear if we solve the State and local government
problem we are all fixed up.

You can probably answer yes or no to these questions.
Does the Civil Service Commission use tax return data to investigate

job seekers?
Mr. ALEXANDER. Not that I know of.
TMr. KASTEN. We have information that they do.
Does the Veterans' Administration-
Mr. ALEXANDER. I would like to have that information.
Mr. KASTEN. Does the Veterans' Administration use tax returns to

check the income of pension claimants?
Mr. ALEXANDER. Has anybody any knowledge of this?
The same answer.
Mr. KASTEN. Does the Federal Housing Administration look into

the eligibility of families for housing assistance -by inspecting tax
returns?

Mr. ALEXANDER. They might ask for the income tax returns on
their own without going to us. As you know some colleges have gone
into tax returns in order to determine eligibility for scholarships.
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Mr. KASTEN. Has the Federal Communications Commission, in
ferreting out payola taken by disk jockeys, examined tax returns?

Mr. WOLFE. I have no record of them in the last calendar year of
1974-

Mr. KASTEN. I am not talking about just in 1974, but on all these
subjects maybe we need to do a little homework.

Mr. WOLFE. Mr. Congressman, maybe you could do this: If you
would let us have those and let us supply them for the period you
would like, we will be more than happy to do it, for you.

Mr. KASTEN. Has the Federal Home Loan Bank Board determined
whether savings associations and their staffs violated Federal laws by
examining tax returns?

Mr. WOLFE. I have no record of it.
Mr. KASTEN. Has the Security and Exchange Commission made

regular use of tax returns in surveillance of stockbrokers?
Mr. ALEXANDER. I think SEC has made some request of us but I

don't know for what purpose the tax returns may have been used.
The SEC has been most cooperative with us in giving us information,
that we need.

Mr. KASTEN. A Professor Emory talked about tax violations before
the Committee on Ways and Means recently and at that time made the
suggestion that one of the problems is in tbe years since 1960 there
has been a rivalry developing between the strike force attorneys and
the U.S. attorney's office prompted by some ambitious prosecutors,
and that these people are now kind of conducting fishing expeditions.
In many cases the -Department of Justice, for example, was using tax
returns and tax return information simply to conduct fishing expedi-
tions-a use which cannot be regarded as consistent with the basic
confidentiali to which the returns are entitled.

I wonder if you would comment on that point.
Do you think that is why you have doubled every year since-well,

I don't know what you are going to do next year but that would be
close to 4,000 returns if you continue the record of doubling every
year.

Mr. ALEXANDER. I hope they are not using returns for fishing ex-
peditions. Of course, they could answer that question better than I can.
Think that U.S. attorneys and strike force attorneys, have done some
very fine work. I am not going to suggest that all their work is neces-sar*I very fine.Yr. KASTEN. Mr. Alexander, do you now have or have you ever

had any CIA employees working at the Internal Revenue Service?
Mr. ALEXANDER. I don't know of any but I suppose if a CIA em-

ployee were to come to the Service and be employed by us, I wouldn't
know about it.

Mr. KASTEN. Excuse me. If a CIA employee-I didn't understand
what you said.

Mr. ALEXANDER. Let me make that clear. That was an elliptical
statement.

Mr. KASTEN. I think you said if a CIA employee came to IRS,
you would not know about it?

Mr. ALEXANDER. Presumably, I would not know about it if the em-
ployee wanted to remain under cover. Is that correct?

Mr. DAVIS. lie would have no knowledge. If somebody had a whole
series of cover experiences validated in a background check we would
not know that that person was a CIA employee.
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Mr. KASTEN To your knowledge, Mr. Alexander, you do not at the

present time have any CIA employees detailed to the IRS, either at
your request, or at the request of the CIA?

Mr. ALEXANDER. To my knowledge, I do not.
Mr. KASTEN. How do you handle contacts with the CIA? Let's just

take a hypothetical example in Which one of your investigations un-
covers activities of a CIA proprietary or some individual in the CIA
and the investigating would destroy the cover of that individual.
Someone at CIA has to notify the IRS to back off, or whatever, I
would assume.

How does that work, if you have no contact specifically-
Mr. ALEXANDER. Not back off. I will ask Mr. Wolfe to describe this.
Mr. WOLFE. Mr. Kasten, usually a return will be selected-when a

return is selected, we don't know that this individual may be a CIA
person. Our revenue agent will go out and start conducting his examina-
tion. That person whom he is examining, if it is a CIA person, will call
the Central Intelligence Agency and report that the return is under
examination and then the CIA will call our office.

Now, my deputy is a liaison between Internal Revenue Service and
CIA. We conduct that examination the same as we would any other
examination, but to the extent that this Revenue agent may get into
an area that has been classified as either secret or top secret then this
agent must have clearance to go in and get the material that he needs
to make his audit.

But the agent goes ahead and makes his audit and we will assess
additional taxes just as we would with any other taxpayer.

Mr. KASTEN. Confidential contacts from the CIA are handled
through a deputy in your office. What is his name and title, just for
purposes of the record?

Mr. WOLF. My deputy's name is Harold P. McGuffin, Deputy
A&sistant Commissioner, Compliance. -

Chairman PIKE. The time of the gentleman has expired.
'Mr. Johnson.
Mr. JOHNSON. You suspended the special services staff for the

reasons you described. The information-gathering retrieval system
is a similar type of operation.

Mr. ALEXANDER. The information-gathering and retrieval system
was quite different from the special service staff. We terminated the
special service staff because we thought its activities were not a proper
part of tax administration. The information-gathering and retrieval
system was a computerized system of attempting to handle the infor-
ination that the Internal Revenue Service gathers in the course of its
regular enforcement activities. But it got out of hand.

The Deputy Commissioner, being concerned about the possibility
that the system was not operating as it should have, and I began look-
ing into it, I think last December. In January I issued an instruction
to stop what we were then doing. There were too many names, among
other thingsput in for a variety of purposes, some of which had little
relevance to our job of tax administration and tax enforcement.

We had, as I recall, by count, on January 15 of this year, some
465,442 names in this system, and my name was in the system, Mr.
Johnson. I can say that without violating the privacy of any other-
taxnaver.
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We curtailed this system and have introduced, as I mentioned, a
new system of information-gathering guidelines, if you will. I believe.
"guidelines" is a more appropriate term than "system."

Under this, we do our best to make certain that we gather and
retain what we need to gather and retain, and that is information
directly related to our job, and that we do not gather information
extraneous to our job.

We are not interested in sex or drinking habits, except insofar as they
may be relevant to tax enforcement, and that is the unusual case.

Mr. JOHNSON. Mr. Alexander, you said that the President had issued
an order with respect to this activity and you have issued a couple of
orders suspending two activities that have been "delicate," to say
the least.

How do we go about preventing this from happening by law? Why
do we have to have a system that depends upon a person such as
yourself coming in and suspending something? Obviously, the author-
ity must be there for the Internal Revenue Service or some of these
other agencies to just run amok. Do we need-in the Congress, do we
need to pass something that says specifically that the Internal Revenue
Service cannot go beyond the authority that perhaps you are asserting
right now?

Mr. ALEXANDER. Certain things can be corrected by law. Certain
things can't without going too far, without performing overkill,
without actually impending, rather than furthering, proper tax-
administration.

I think we need a combination of good laws, good procedures, good
people, continual oversight, and constant vigilance by the press.

Mr. JOHNSON. I think the record should reflect, Mr. Chairman, that
Mr. Alexander is also an Ivy Leaguer with degrees from two of the
schools and he is obviously one of the great civil libertarians we have
had before us and perhaps this will offset some of the bad things that
were said-

Chairman PIKE. Nobody said anything bad about Ivy Leaguers, I
guarantee you.

Mr. GAIIO. I want to make note that the other day in discussing
the Ivy League there was a great deal of discussion about Princeton
and Harvard and I want to emphasize the fact that the gentleman,.
as I understand it, went to Yale.

Mr. JOHNSON. Also to Harvard.
I yield badk my time.
Chairman PIKE. Mr. Dellums.
Mr. DELLUMS. Mr. Alexander, on the record you have testified

and will probably give us additional information with respect to
warrantless wiretapping. I would like to ask you: Has the IRS ever
engaged in surreptitious entry and mail cover?

Mr. ALEXANDER. Mail cover, yes; the IRS has engaged in mail cover
activities, Mr. Delluins. I am talking about mail cover rather than
mail opening. So that we will be clear on the distinction.

Chairman PIKE. The time of the gentleman has expired.
Mr. DELLUMS. He didn't answer the last part of the question.
Mr. ALEXANDER. As to surreptitious ent iy, Mr. Dellums, that is

not a proper part of tax enforcement.
I cannot give you, however, the negative assurance that I would

like to give you, that we have never engaged in a particular activity.
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Sometimes people let their zeal outrtm their judgment. I think that
accounts for Operation Leprechaun.

Chairman PIKE. Mr. Hayes.
Mr. HAYES. Thank you, Mr. Chairman.
Commissioner Alexander, turning your attention to the manual

supplement of June 23, 1975, which you provided to the committee,
I assume that is the procedures you described as having recently
been revised on page 5 of your testimony?

Mr. ALEXANDER. That is correct.
Mr. HAYES. In regard to paragraph 11, section 5, you have indi-

cated that that category of information not directly tax related and
not indicating a violation of other Federal laws will still be segregated
and stored as provided by section 3. What statutory authority, or any
regulatory authority, period, do you have to continue to maintain
non-tax-related, non-criminal-statute-violating information such as
that?

Mr. ALEXANDER. Among other things we have an obligation to
Senate and congressional committees-

Mr. HAYES. 1 asked what statute you rely on.
Mr. ALEXANDER. The statute we rely on in doing our job-I will

8et later to whether this is part of our job, sir-is the Internal Revenue
Code.

Mr. HAYES. Do you want to cite me a section that says that you
may maintain as of now information that does not relate to taxes
anddoes not relate to the violation of the laws of the United States?

Mr. ALEXANDER. I will have to give you an example of the type of
information that you don't like, and I don't like, if I might, sir.

Mr. HAYES. No; I am asking for a statute or citation, Mr. Alexander.
I want to know where your legal authority is for maintaining that. If
you don't know now, you may submit that legal authority.

Mr. ALEXANDER. Th ere is no specific provision in the Internal
Revenue Code, Mr. Hay es, that says, "You shall maintain non-tax-
related information." There is no such provision.

Mr. HAYES. That is exactly. what I want to elicit. If you have any
other authority, you can give it to me.

[The information follows:]
Section 7801(a) of the Internal Revenue Code charges the Secretary of the

Treasury with the administration and enforcement of the Code. Further, section
8022 provides that it shall be the duty of the Joint Committee on Internal
Revenue Taxation, among other things, to investigate the administration of
internal revenue taxes by the Internal Revenue Service and to conduct such
other investigations in respect of the internal revenue-tax system as the Joint
Committee may deem necessary.

Maintenance of information having nothing to do with tax administration
or enforcement and not indicating a violation of other Federal laws is, of course,
unrelated in a positive sense to the duties of the Secretary under section 7801(a).
Where such information has or may have been in fact collected, however, it
stands to reason that destruction of the material prior to completion of Congres-
sional investigations would not be in the interests of sound tax administration or,
for that matter, sound conduct of the business of the Federal Government. On
the contrary, such a course of action could be-and would be-viewed as thwarting
legitimate inquiries into the ways in which the Code is or may have been ad-
ministered and enforced. In this sense, then, maintenance of nontax related
information pending completion of Congressional inquiries would appear mandated
by sections 7801 (a) and 8022.

Further, section 7601 of the Code gives the Internal Revenue Service a broad
mandate to investigate and audit "persons . . . who may be liable" for taxes.
The authority granted by this provision, as applied in the area of "Jol Do'
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summons, was recently approved in U.S. v. Bieceglia, 420 U.S. 141 (1975). In
the course of inquiring into the possibility of tax liability, it is often difficult to
determine at the outset of the investigation whether information is or is not tax
related. The actual relevance of some information to possible tax liability may
have to be determined by other information collected at a later stage of the
inquiry. By the same token, the Service does have an obligation to avoid, to the
maximum extent possible consistent with effective tax administration, collecting
information with respect to taxpayers which has no bearing on actual or potential
tax liability. Because of this, on June 23, 1975, the Service issued new and tighter
guidelines on information gathering, a copy of which is attached.

Mr. HAYEs. In regard to the definitions, which you have outlined
under section 4, (1) through (4), you have defined a case as being an
accumulation of facts concerning a taxpayer which are segregated
associated with the taxpayer's name, and evaluated for potential
assignment. At subparagraph 4, you define an informant's com-
munication as being "from anyone outside the Service, written or
oral, voluntarily submitted, identifying one or more taxpayers and
providing information about the taxpayer. The informat may be
anonymous."

Do you have either constitutional authority or statutory authority
for maintaining that for either civil or criminal purposes? Either one
of those definitions?

Mr. ALEXANDER. I am a little confused about how to respond to a
definition of "case" because if we did not have the authority under the
Internal Revenue Code-and I think we have it maybe under sections
7601, 7602, 7801, or 7802 to accumulate facts, tax administration
would come to a halt. I think an accumulation of facts is a very
necessay ingredient to the conduct of an audit, a responsibility clearly
imposed upon the Internal Revenue Service.

Mr. HAYES. In regard to your definition of an informant's communi-
cation, do you, for example, see any problem with the kind of require-
ments of reliability and credibility on informants for the Vurposes
attached to criminal law, or do you see any kinds of problems for
initiation for purposes of civil action?

Mr. ALEXANDER. I am concerned about informants' communica-
tions, because some of them are grudge letters where someone is trying
to use the tax system as a means of getting even with someone else.

Mr. HAYES. Are your procedures designed so that the very first
action you take is to determine the reliability and credibility of the
informer?

Mr. ALEXANDER. No. Some times the informant is anonymous.
There is no way we can determine the reliability and credibility of the
informant when the informant doesn't say who he or she is.

Mr. HAYES. Do you think that you could use that to go before a
magistrate, for example, and have a search warrant issued or is any
other kind of legal process available to you? -

Mr. ALEXANDER. I will ask counsel whether we could. I don't think
we could.

Mr. WHITAKER. I don't believe we could.
Mr. HAYES. Then what is the reason for keeping it, Mr. Commis-

sioner? If it is absolutely useless for criminal purposes, what is the
reason for maintaining that information in a file pursuant to paragraph
11, section 5?

Mr. ALEXANDER. I think that section 3.02 is the key provision here,
sir.
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I mentioned earlier-
Mr. HAYES. Mr. Commissioner, your responsiveness is what I an

concerned with.
Section 3.02 has to do with record retention and destruction for the

purposes of living through the lifetime of the Select Committee.
You have drawn a circular, here, which is going to handle informa-

tion gathered from now on, and what I am trying to drive at is,
further tightening up your procedures, don't you believe that those
specific sections of your own circular, which I have outlined, are simply
going to breed the retention of the same kind of useless information-
that is, useless for tax purposes-and burden your file system even
more with the kinds of intrusions that we are inquiring into here
today.

Mr. ALEXANDER. I would like to make three points.
No. 1: This manual supplement is not going to be engraved into stone

and become one of the 'Pen Commandments. No way. Of course, it
will be reviewed and, of course, we are uninterested in retaining the
irrelevant, the crank letter, or the anonymous letter written because
some cat yowled and the neighbor couldn't sleep, so the neighbor
wanted to get even through the tax system. Of course, we are not in-
terested in that sort of stuff.

No. 2: We are interested in doing our job efficiently as well as doing it
right, and the very retention of paper that is unnecessary to and not a
proper part of the tax system involves an expense for the American
taxpayer, and we don't want to impose that expense.

Three, I have mentioned earlier why we have retained that which at
first glance to someone not in the IRS would seem unnecessary to
retain; because we get follow-ups. "Why haven't you done something
with my communication?" And, in fact, I must say, I respond to a
number of letters where some informants have written their Senators
or otherwise are complaining about it..

Whether that particular benefit, which I must say is rather narrow,
is worth the burden, is something that I am evaluating today because
it was not until today that I found out that this was one of the reasons
for retention of what would seem inadvisable to retain.

Now, Mr. Hayes-another reason for retention of what would seem
inadvisable to retain-is based on a concern about inspection, wonder-
ing why there was no followup on a particular informant's conumuni-
cation. I think we can straighten that out.

You have raised an excellent point, and we are looking now into the
question of early riddance of the irrelevant, given the constraints that
are temporarily imposed by reason of the proper concerns of the
investigative committee.

[The information-gathering guidelines referred to in the above
colloquy are Lrinted on pages 593 to 601 of the appendix.]

Chairman PIKE. Mr. Lehman.
Mr. LEHMAN. Thank you.
I just want to compliment Mr. Alexander because I think of the

people who have been up here, involved in intelligence gathering, he
appears to be the most concerned about the abuses and has done most
about the abuses in this particular sector. And also, that in the money
spent on intelligence gathering, on a cost-effective basis, you seem to,
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be doing by far a better job than, for instance, the FBI has done on a
cost-effective basis in such activities as Patty Hearst, or CIA in many
of its operations.

I want to ask you a couple questions. To pursue this question of
confidentiality. Any information a person gives the census, can't be
revealed for a hundred years. There is much information in the census
material sometimes which could possibly be used for criminal
prosecution. The same would be true of the tax return, and I am not
sure whether the tax return shouldn't be accorded close to the same
degree of confidentiality as the census response a person gives.

To get back to who gets these tax returns. Do you ever give it out
unsolicited? As a matter of course, does the comptroller of the State of
Florida get a routine annual list of the income taxpayers that comes
out of the State of Florida?

Mr. ALEXANDER. There must be a specific request for a specific tax
return on the part of most but not all who call on us for this informa-
tion. States can get a general list, a actually, computer tapes.

M\r. LEHMAN. In other words, the comptroller of the State of
Florida can say, "Give me a list of everybody who filed a tax return
from the State of Florida. And you would give him that list if he
requested it?

Mr. ALEXANDER. No; we won't, because the request under present
law-would have to come through the Governor. It would also have
to be for tax administration purposes.

Mr. LEHMIAN. It seems to me that you may be sending out informa-
tion that hasn't even been requested on a particular taxpayer and I
think that, )erhaps, could be a little better controlled.

,Mr. ALEXANDER. We have exchange agreements with all but two
States, and I think one of those two is now soliciting us for agreement.

When Mr. Kasten was inquiring into this very serious problem,'
I indicated we are materially tightening up these agreements. They
should be tightened up. We hope that you people will give us some
help by tightening up the law.

Mr. LEHMAN. You say State and municipalities. How far (lown in
the governmental authority could you get-could the sheriff of
Okaloosa County, for instance, get a copy of a tax return?

Mr. ALEXANDER. Not unless the sheriff has a tax law enforcement
responsibility, as I understand it. Is that correct, Mr. Whitaker?

MIr. WHITAKER. That is correct.
Mr. LEHMAN. In regard to bribes, you zay your philosophy is thatpeople should pay taxes on bribes they receive from Federal agencies

if, for instance, CIA or FBI issues such bribe?
Mr. ALEXADER. We think bribes are taxable income. We think,

however, that a taxpayer who gives a bribe should be denied a de-
duction. We think this is a one-way street in favor of the tax collector.

Mr. LEH.rN. Actually CIA is not very taxable anyhow.
Let us go to the confidentiality. If you didn't have absolute con-

fidentiality, you could not expect, a person who receives a bribe to pay
tax on it, because he wouldn't last very long.

Mr. ALEXANDER. He might report it under the category of other
income or miscellaneous racetrack winnings.

Mr. LEHMAN. My last question is, How did south Florida get to
be so lucky in regard to Operation Leprechaun? Now, I read in the
paper not only do we have Operation Leprechaun but we have Opera-
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tion Sunshine, and Operation Banana Boat, and Operation Harry
the Hat-according to the testimony before the House Subcommittee
on Government Operations. Would you like to give us information? I
know you are against those. What have you done to close out the
rest of them and has information from these operations been turned
over to other governmental agencies such as the CIA?

Mr. ALEXANDER. Let me answer the first part of that and then ask
Assistant Commissioner Bates to answer the last part of your question.

I am not sure how south Florida proved to be so lucky. Perhaps it
was vour weather. Perhaps it was a belief on the part of some in law
enforcement that south Florida-attractive as it is to so many tour-
ists-is also attractive to organized crime.

Whatever its attractiveness, you can be sure that Operation
Leprechaun has been terminated and will not be repeated so long as I
am Commissioner of Internal Revenue.

As to what we are doing about it and the status of our investigations,
I would like to ask Mr. Bates to respond.

Mr. BATES. First, your question, Congressman Lehman. We
haven't been able to determine from our investigation so far that any
of the information has been turned over to the CIA. We are continuing
our investigation. The internal audit side of it has been finished. We
have identified management weaknesses, the problem that caused
Operation Leprechaun to come into existence. We have numbered
some 25 or 30 conduct investigations on individuals who participated
in Operation Leprechaun and we are in the process of completing those
investigations. WVe also are working with the U.S. attorney in the
Miami area. We are working with an attorney from the Justice Depart-
ment. We hope to call a grand jury to get, some information that we
feel we still need to complete this investigation. We hope to call a
grand jury within the next 2 or 3 weeks.

Mr. LEHMAN. Could you respond to the rest of my questions on
paper in regard to these other operations?

Mr. ALEXANDER. Yes.
[The information follows:]
Inspection's investigation of Operation Leprechaun has not uncovered any

instances of information being turned over to any other government agencies.
Results of Inspection's investigation have been furnished to the Department of
Justice Special Prosecutor, the United States Attorney, Miami, Florida, and to
several Congremsional committees.

Inspection's investigation of Operation Sunshine has not uncovered any
instances of information being turned over to any other government agencies as
of September 30, 1975. This investigation is still pending.

Chairman PIKE. Mr. Field?
Mfr. FIELD. Thank you, Mr. Chairman,
Commissioner Alexander, in the process of our hearings thus far

we have seen that GAO does not audit CIA, and it, does not exten-
sively audit other intelligence agencies. We have seen that perhaps
five people at OMB really pay attention to how a lot of, particularly
the secret, money is handled. We have seen at CIA, for example,
there are really only 12 certified public accountants and really only
very few others that could handle audit chores within CIA.

One of the things that occurred to me is that over the years there
have been probably billions of dollars that have gone out through some
very secret channels. Payments to informers, bribes, that have not
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been accounted for very strictly. There have also been many, many
improprietaries, hundreds-and if you get into less normal situations,
you have literally thousands of funding situations.

If hundreds of thousands of employees are handling money that
they knew was not very carefully accounted for, my question to you is
how many people have been prosecuted for tax violations? You have
had hundreds or thousands of people handling billions of dollars that
they knew really couldn't be traced very well. How many tax violations
have you prosecuted of all these people handling all that money?

Mr. ALEXANDER. I don't know and I am not sure we have readily
available statistics. We will supply for the record, Mr. Field, what we
can in response to your question.

The year before last, fiscal year 1974, there were about 1,250 people
convicted of income tax evasion and 42 percent of those convicted
got jail sentences. I don't have the number for fiscal 1975. Perhaps

1r. Wolfe does. I do know we made more prosecution recommenda-
tions, about 300 more last year than we did the year before. Do you
have the number of convictions, Mr. Wolfe?

[The information follows :]
A review of our Management Information System reveals that none of our

current record keeping methods make it possible to provide statistics on prosecu-
tions for tax violations by informants of government agencies. This is because no
category of employment separately identifies people who earn income as
"informants."

Mr. WOLFE. Mr. Commissioner, I do not have the number of con-
victions for fiscal year 1975, yet. I do have the number of investiga-
tions we have completed which was an increase over the previous year.

Mr. FIELD. These are total investigations?
Mr. ALEXANDER. These are totals. These would include not- only

the segment of the population you describe but the rest of the tax
evader population as well.

Mr. FIELD. My point, is it is an unusual part of the population. In
other words, my money is pretty well accounted for. If I don't pay
my taxes, you will know immediately through your computers be-
cause it is reported from the House of Representatives.

Here we have cases where nobody reports back. If I am handing out
a bribe, I get $10,000 in cash and nobody at CIA keeps a record of this
so there is no way it is ever reported as income to anybody. If I put
that in my pocket or if I don't, there is no way anybody knows.

Now Mr. Colby told us that there must have been abuses of this.
In any group of 100,000 people, vou have some who will abuse the
system. He said yes, there have been 25 or so instances where people
have expropriated money illegally.

Were you ever told about those 25? Did you prosecute them for tax
violations?

Mr. WOLFE. That information has never been submitted to us and
we would like very much-as a tax collector I would like that
information.

Mr. FIELD. If you ever prosecuted a CIA employee you would know.
There was some agreement between CIA and Justice, so theoretically
you would know if there was a prosecution of a CIA person.

Mr. ALEXANDER. We are interested'in CIA employees paying taxes,
surely. If they evade their tax responsibilities-
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Mr. FIELD. You would klow and to the best of your knowledge you
know of no case where this occurred. My point is I don't thi any
CIA employee has ever been prosecuted.

Mr. ALEXANDER. I don't know of any. If a prosecution, of course,
involves a trial-

Mr. FIELD. Let's forget prosecution. Do you know where a CIA
proprietary was audited and there were no taxes?

Mr. ALEXANDER. We call upon them to pay their taxes.
Mr. FIELD. Do you know of a case where that happened?
Mr. WOLFE. Yes.
Mr. FIELD. About how frequently has that happened?
Mr. WOLFE. It is infrequent, Mr. Field, simply because those orga-

nizations are not that large. We only examine a relatively small per-
centage of the taxpayers who do file returns.

Occasionally they are hit as a result of their taxpayer compliance
program which is a sample as you know of the returns filed. It is a
random sample and they may get hit that way.

So the number we examine is relatively small. Some we examine,
frankly, we don't know about because we do not get into an area the
CIA Would feel would involve any breaking of a cover.

Mr. FIELD. When the Glomar Explorer case came out, did IRS make
any attempt to see whether or not proper taxes had been paid in
that episode?

Mr. ALEXANDER. We are not in a position to discuss specific cases.
There is a statutory prohibition that I mentioned which would be
applicable to a discussion of specific cases at this time.

Mr. FIELD. Could you at some point search your files and tell us
whether CIA employees have ever been prosecuted for violation of the
tax laws, without mentioning names?

Mr. ALEXANDER. We will look into that, Mr. Field, as we get closer
into matters of this kind. Not only do we have the statutory prohibi-
tion, the inhibitions on our discussion with you of specific cases, but
also, we have the problem that Director Colby mentioned of possibly
discussing something that is of great concern to the CIA and should
be kept secret for reasons of which we would be completely unaware.
We will do our best to supply the answer to the question.

[The information follows :]
In fiscal years 1974 and 1975, no persons known to us to be employees of CIA

were prosecuted for violation of the tax laws. Without an expensive,
time-consuming review of thousands of files maintained under our previous
record keeping system, we cannot determine whether any CIA employees were
prosecuted before FY 1974.

Chairman PIKE. Before we start a second round of questioning, I
just want to announce to the members of the committee that Mr.
Alexander's testimony has been completely open, his backup books
dire completely open; there is nothing classified that we have run into
as yet. Hopefully we will not.

IYsee no reason for us either now or later to go into executive session.
We will simply go through one more time and adjourn for the day.

,Nlr. Alexander, I am concerned abdut this figure which came out
earlier of some 30,000 tax returns which were submitted to Federal
agencies involving some 8,000 taxpayers. Can you tell us how many
different Federal agencies got tax returns?
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Mr. ALEXANDER. I will ask Mr. Wolfe to give you that detail, if he
has a schedule that shows it. I do want to make it clear, Mr. Chairman,
that by far the greatest number of that 30,000 went to the Department
of Justice for purposes of their investigations and trials.

Mr. WOLFE. Mr. Chairman, If you will'permit me, I would like to
read the number of requests that we received and honored in calendar
year 1974:

The Department of Agriculture we granted 3 requests involving 5
taxpayers and 12 returns.

The Bureau of Alcohol, Tobacco and Firearms, we had one
request involving two taxpayers and two tax returns.

The Department of Commerce: We had one request involving
five taxpayers and five tax returns.

U.S. Customs Service. We had 1 request involving 3 taxpayers and
12 returns.

The FDIC, 1 request involving 12 taxpayers and 12 tax returns.
The Federal Home Loan Bank Board, 5 requests involving 50

taxpayers and 178 returns.
The General Accounting Office, we had 1 request involving 342

taxpayers and 342 tax returns.
Interstate Commerce Commission, we had 2 requests involving 9

taxpayers and 45 tax returns.
The Department of Justice-this is other than United States

Attorneys-384 requests involving 3,228 taxpayers and 10,446
returns.

The United States Attorneys, the number of requests, 1,594
involving 4,448 taxpayers and 18,062 returns.

The Department of Labor, one request involving two taxpayers
and six returns.

Securities and Exchange Commission, we had 17 requests involving
93 taxpayers and 384 tax returns.

The Renegotiation Board, 1 request involving 1 taxpayer and 21
tax returns.

Chairman PIKE. Thank you very much. That is a very, comprehen-
sive answer, even though it used up most of my time.

Now, I am concerned about your computers. There are, as I under-
stand it, not only techniques for getting access to computers, but there
are also people both in the CIA and in the NSA, who are specialists
in cracking computers, getting access to computers.

Do you try to run any kind of a check on whether anyone has
access to your computers and the information contained therein, other
than yourselves?

Mr. ALEXANDER. We certainly do. We had a meeting the other
morning with GAO people who have been very helpful to us with
respect to our computer security. We found that, just as you stated,
computers are crackable. We surely hope ours haven't been cracked
and we are doing our best to prevent them from being cracked.

One fairly simple way to try to avoid the cracking of a computeV" is
to have a high and strong fence at some distance from the computer
to keep others from being able to set up sophisticated equipment
close enough to crack it.

Chairman PIKE. How about the computer terminals, Mr. Commis-
sioner? Are all the terminals for the computer located within the
facility in West Virginia?

L.



Mr. ALEXANDER. No, not at all.
Chairman PIKE. So anyone who gets access to the terminals for

the computer can really use the computer, can they not?
Mr. ALEXANDER. Not necessarily, because the terminals themselves

don't have access in all cases to everything. We do have terminals in
our IDRS system located in district offices

Chairman PIKE. How many terminals are there to your computers?
Mr. ALEXANDER. We can supply for the record, Mr. Chairman, a

listing of our terminals, the access the terminals have, and the number
of terminals.

[The information was subsequently supplied for the record and is
printed on pages 628 to 630 of the appendix.]

Chairman PIKE. The Department of Justice came to you with 364
requests involving 3,228 taxpayers and 10,446 returns. When they
asked you for this, did you go beyond their simple request and make
them show that they needed it or did you just give it to them?

Mr. ALEXANDER. In at least one instance I went beyond the simple
request. I was concerned about the name on the request and the names
of the taxpayers requested and I called upon the Department to prove
that the request was appropriate.

Chairman PIKE. Have you ever turned down the Department of
Justice or the United States Attorneys or any other agency of
Government when they asked for returns?

Mr. ALEXANDER. Oh, yes. When they ask for them not in accordance
with the regulations, yes. I have received requests for returns we have
turned down.

For example, some States, with undoubtedly good reasons from their
standpoint, but without the responsibility of enforcing or administering
tax laws, asked us for a tax return so they can atteml)t to fulfill other
responsibilities and we are not authorized to provide them those
returns.

The question of Justice inspection of returns is covered very specif-
ically by the regulations-Presidentially authorized regulations-
which state what the Commissioner must provide, but which give
little room for Internal Revenue discretion as to denial.

Chairman PIKE. In other words, if the application is made outright
you give them the returns?

Mr. ALEXANDER. Yes, that is a fair statement.
Mr. MCCLORY. You audit a lot of other people. Have you ever been

audited by the GAO?
Mr. ALEXANDER. IRS?
Mr. MCCLORY. Yes.
Mr. ALEXANDER. GAO is looking into almost every substantial

activity of IRS, including, p Iticularr, our problems witli confidential
informants and our expenditures for intelligence gathering on behalf
of the joint committee.

Mr. MCCLORY. -That report should be forthcoming soon and will be
made available to this committee too, I assume.

Mr. ALEXANDER. I hope so. The request was made of GAO archh
25, 1975, by the Joint Committee on Internal Revenue Taxation for a
GAO review of our intelligence gathering and our use of, and payments
to, confidential informants.

Mr. M CCLORY. Has there been an earlier GAO report which we
might find useful?
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Mr. ALEXANDER. In this particular area of intelligence gathering,
Mr. McClory, I don't know of any. GAO has looked into our collection
function. They are now looking into our audit functions, and our
appellate functions, our taxpayer service functions.

Mr. MCCLORY. In connection with sharing information with other
agencies of Government, it would seem to me to be far preferable to
share the information without identifying the taxpayer in a number of
instances.

In other words, a great deal of the information is sought by other
agencies for statistical purposes and it would be an 'improvement,
would it not, for you to be at liberty to provide the information without
identifying the taxpayer?

Mr. ALEXANDER. That is the way we see it.
Mr. MCCLORY. That needs a. change in the law then, don't you

think?
Mr. ALEXANDER. I -think we need to tighten up the law.
On the list Mr. Wolfe read, Mr. McClory, the largest user of tax

information was missing. That is the Census Bureau.
If I understand correctly, the Census Bureau gets some tax return

information on all of our taxpayers.
Mr. McCLoRY. They don't need the names of the taxpayers actually,

do they?
Mr. ALEXANDER. I don't see why they should need the names.
Mr. MCCLORY. I am concerned about these wholesale attacks

against the American corporation. That seems to be the current scape-
goat, you know, and there are efforts being made to gather detailed
information about corporate operations, and with some efforts to
limit profits of certain items. The multinational especially is a principal
target..

I would think that for instance-and this would be a particular
protection to the rights of individuals, the corporate rights and the
shareholders' rights of these corporations, if this change could be made
where the statistical information was made available without identify-
ing the particular corporation or individual.

Mr. ALEXANDER. We would like to make information available for
statistical purposes without identifying taxpayers. We think that good
statistics are necessary, but one can be buried in bad statistics, and
good statistics don't require names.

Mr. MCCLORY. There is another area in which I am particularly
interested and that is the. area of illegal aliens. We are about to enact
a comprehensive law which would impose penalties against the
employers of illegal aliens.

Is there any way in which the-maybe now what I want to do is
invade some of the rights of privacy but is there any way in which
Internal Revenue Service can be useful with its intelligence-gathering
facilities, to help in this area?

Mr. ALEXANDER. It would involve the very problem you mentioned.
Mr. MCCLORY. I didn't detect that there were any communications

between the Internal Revenue Service and the Commissioner of Immi-
gration and Naturalization. Are there some? There are none today.

Mr. ALEXANDER. Communication of tax returns? No. Other com-
munications, yes. We see each other at the law enforcement officers'
lunch and discuss our mutual problems. Their problems are great. We



347

would like to be helpful to them but we need to protect taxpayer
privacy.

Mr. MCCLORY. In connection with the strike force, do you work
under the Department of Justice? Do you take the initiative? Exactly
how does this operation work insofar as the intelligence community is
concerned between the Department of Justice on the one hand and the
IRS on the other?

My time is up, but you may answer the question.
Mr. ALEXANDER. We at IRS believe we are the largest component

of the strike force. While the FBI works with the strike force in a num-
ber of areas, at least, one might question whether the FBI people are
actually a component of the strike force. The Department of Justice
has responsibility for leaderhip of the strike force. A strike force can
be a very effective tool in an area where effectiveness is badly needed.
It can, like other organizations, involve itself in tasks unrelated to its
principal purpose, or let its zeal outrun its judgment.

Chairman PIKE. Mr. Giaimo.
Mr. GIATMo. Mr. Alexander, going back to the list of requests for

tax returns which Mr. Wolfe read, you named all the various executive
branch agencies, but I didn't hear you mention the White House.
Didn't the White Hoise request any tax returns in 1974?

Mr. ALEXANDER. Not that I know of. They are not on our list. I
think the answer is "no." As long as I have been Commissioner, the
White House, to my knowledge, has requested no tax returns of tax-
payers other than those involved in a particular audit of a particular-

Mr. GIATMo. Now look, Mr. Alexander, you know it is a common
belief among some of us up here in the Congress that Presidents in the
White House-not just the last President prior to President Ford, but
even before President Nixon-have had access to tax returns of
American people.

Can you give us assurances that. Presidents of the United States
have not ha access to tax returns in either a legal request or an official
request, or let's say, quote, unquote, in an unofficial request. In fact,
has not the IRS been the subject of criticism because of the fact that
there have been strong allegations that Presidents have had access?

Mr. ALEXANDER. The IRS has been the subject of criticism by rea-
son of these allegations and these allegations had some past substance
to them, yes. I think there was some back door information given to
the White House before I became Commissioner.

Mr. GIAVio. How do we know you have closed that back door? I
assume the list you gave us here is the front door, the official way of
getting the information.

Mr. ALEXANDER. That is the official way. Perhaps this won't give
you as much assurance as you would like. The way you know is by
President Ford's Executive order, which makes it very clear that no
tax returns are to go to the White House except by written request
from President Ford, and there have been no such written requests.

The way you know is by what we have done in IRS. Last August we
issued a new directive stating all such requests from the White House-
or anyone connected with the White House-had to come through my
office and the material would be transmitted only by me or by the
Deputy Commissioner in my absence.

58-920-75-23
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Now, those are procedures. Now, we get to the problem of people.
We think at IRS that we have good people and honorable people and
people that won't violate the rules. I can't give you negative assur-
ances, however-and this is the final problem-give you the kind of
assurance that you would need to make certain that there had been
no violation of President Ford's Executive order, or of our directive.
I have every reason to believe that the people in IRS are living up
to these responsibilities and are not violating the Executive order.-

Mr. GIAIMO. May I interrupt you right there because I want to
believe what you are telling me and I know that you and the gentle-
men and the lady at this table here are people of integrity. But can
you say that you have every reason to believe that it is now better
than it was? You know that evidence has come out that there was
wrongdoing on the part of some individuals, but it didn't come out
until they were exposed and until there were allegations made. That
is one of the reasons why this very committee was put into existence.
We in Congress sense, and the American people sense, there is a deteri-
oration iltfheft-intelligence-gathering functions, and also in IRS.

How can you say now that you have every reason to believe that it is
better when we just have found evidence in the last year or so that it
was getting bad?

Mr. ALEXAXDER. Because I don't believe, sir, that the people in
IRS now, who are, in my judgment, people of great integrity, are
about to violate the rules, or abandon that integrity, even if they were
asked by the people in the White House. You have a different group
in IRS and you have a different group in the White House.

Now, I can give you no assurance as to the future unless you gentle-
men do something about the first ingredient. The first ingredient
is a good law and we do not have the law that we should have in
section 6103 of the Internal Revenue Code. It needs to be tightened up.

Mr. GIA.MO. We will accept your recommendations there and we
hope that you will send them up to the Congress to do that. But yolk
understand that you are faced with the same old problem . It isn't
the question of someone trying to bribe one of your employees; it is
the President of the United States, or powerful Congressman or
Senator or committee, or executive branch Secretary, or Assistant
Secretary, asking for cooperation from one of your employees. It
has on it the trappings of legality, or at the very least the employee
wants to make the interpretation that it is legal for him to cooperate.

How do you solve this and give us assurances, because the assurances
are needed right now?

Mr. ALEXANDER. The best assurance I can give you is that, to my
knowledge and to thi knowledge, I am convinced, of everyone at this
table, what you fear is not happening and is not going to hap pen. If it
happened it would be a violation of the Executive order of the Presi-
dent of the United States and President Ford is not about to permit
that. It would be a violation of the directives that we have issued, but I
can give you no assurances for the indefinite future and I cannot
give you a complete negative assurance that back door tax information
might not, in violation of the President's order, in violation of our
rules, and in violation of the integrity of our employees, be transmitted
beyond the Internal Revenue Service.

Mr. GIABIO. I can appreciate what you are saying, Mr. Alexander,
and I understand you can't give any negative assurances, but are
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you taking greater steps to check the internal security of IRS em-
ployees and operations to see that it does not happen?

Mr. ALEXANDER. Yes.
Mr. GIATiMO. To any substantial degree?
Mr. ALEXANDER. Yes.
Mr. GIAIMO. Can we be assured that this will continue in the

future years or do-we have to have a pendulum action-for example,every 20 or 25 years when we have some major happening in our
Nation and then, and only then, does Congress react. believe that
the Congress is at fault to a great degree in its failure to oversee CIA,
IRS and other intelligence functions. We go along on assumptions of
propriety more than you do. But if we don't watch the agencies, the
people are going to suffer.

Can you give us assurance that you are going to take even greater
steps?

Mr. ALEXANDER. I can give you assurances as to the present. I
cannot give you assurances as to the future. I can give you a flat
assurance that we will do our best to cooperate with you in securing
the present and in producing a better law which will help secure the
future.

Chairman PIKE. Mr. Dellums.
Mr. DELLUMS. Thank you, Mr. Chairman.
Mr. Alexander, in our last brief colloquy, I asked the question, has

IRS ever been involved in a program of mail cover. Your response
was yes.

I would like to ask several questions.
One, could you give me the justification for the mail cover program,

what its purpose is, what is the authority of the mail cover program,
how much money is devoted to that? The "B" part of that question
is do you still have a mail cover program, and part three is, do you
ever and have you ever had a mail-opening program of American
citizens?

Mr. WOLFE. Mr. Congressman, we do have and have had a mail
cover operation.

Mr.D ELLUMS. Would you at the outset define "mail cover" for us?
Mr. WOLFE. May I read from our instruction, and I would be happy

to furnish this for the record. It is from our manual so that the record
will have it.

Cha-i-rman PIKE. First of all, yes, you may read it, and, second, you
are still going to respond to Mr. Dellums' question, and I just warn
Mr. Dellums it may use up all of his time if he reads the whole thing.

Mr. WOLFE. It goes one paragraph long and about eight lines at
the most:

A mail cover is a process by which a record is made of any data appearing on
the outside of any class of mail matter including checking the contents of any
second, third, or fourth class mail matter as now sanctioned by law in order to
obtain information in the interests of protecting the national security, locating a
fugitive or obtaining evidence of commission or attempted commission of a crime.

Mr. DELLUMS. Now, my question is, what is the justification for
the mail cover program on the part of the IRS? Do you still have a
mail cover program and do you open mail of American citizens?

Mr. WOLFE. Let me answer your second question. We do not open
mail of American citizens or anybody else.

Mr. ALEXANDER. Unless it is our mail.
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Mr. WOLFE. We get an awful lot of that.
We do have mail covers-let me check on one thing-
Mr. KiXANDER. lr. ates wants to respond, in part, to this, too.

Mr. Wolfe, why don't we let Mr. Bates proceed?
Mr. BATES. The description Mr. Wolfe gave is exactly that.that we

use. There are refund schemes where some individual has filed multiple
refunds, and we try to identify where those refunds are going. We do
not open the mail. We ascertain that a refund check went to a specific
house or went to a specific post office box. A bribery. If there is bribery
of an IRS employee, we use mail covers to determine whether or not
he may be receiving-or the accountant who bribed him may be
receiving-mail so we can identify, perhaps, other kinds of bribery
schemes that would be going on. It is used just for that purpose.

Mr. DELLUMS. At some point are you going to tell me where the
justification is for the mail cover program, the authority? -

Mr. WOLFE. One place we use it is to locate fugitives. For example,
we have a conviction, and we need to locate this individual who has
escaped from the law, and this is one means which we use to locate
those.

Occasionally, we will have knowledge of a possible commission of a
felony involving title 6 of the code, and then we will need, of course,
to try to locate these individuals. Mostly, it is a means by which we
can locate those who either have been convicted of a felony or those
we have good reason to believe may have violated the Internal Revenue
law.

Mr. DELLUMS. And on the latter part, what is your authority
where you have reason to believe?

Mr. WHITAKER. If I may, Mr. Dellums, I would like, to supply an
opinion to the committee for the record. I do not believe we have
any special or specific statute or authority. I think it is within our
general authority to enforce the Internal Revenue Code. I would likemy office to look into it and supply you with an opinion, If I may.

[The information follows :]
AUGUST 7, 1975.

PROCEDURES AND STATUTORY AUTHORITY FOR THE USE OF MAIL COVERS

PROCEDURE

Under the procedures prescribed for employing a mail cover, a special agent
who wants to use a mail cover in a criminal investigation is required to make a
written request to a designated official of the United States Postal Service. That
request must specify the reasonable grounds that exist which demonstrate the
mail cover either would aid in locating a fugitive or assist in obtaining informa-
tion regarding the commission or attempted commission of a felony. The desig-
nated postal official, usually a PostaL Inspector in charge of a district or his
designee, will order the mail cover if the request meets the regulatory criteria
established for employing the technique. A postal employee will then be assigned
to examine mail add to the person under investigation record the informa-
tion on the outside of first-class mail or as sanctioned by law the information
on the outside or in the contents of second-, third- and fourth-class mail, and
transmit a report of the information to the requesting agency. The regulation
under which mail covers are conducted contains several safeguards including a
specific prohibition on breaking the seal on first-class mail without a search
warrant; reporting on matter mailed between the subject and his known attorney-
at-law; a time limitation on the mail cover; and a requirement that mail cover
data shall be made available under appropriate discovery motions in legal
proceedings.
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The procedures for obtaining authorization for, and conducting, a mail cover
are set out in 39 C.F.R. Part 233. This regulation was published on March 12,
1975 at 40 Fed. Reg. 11579. The procedures set out in this regulation were for-
merly prescribed by the Postal Service Manual. The preamble to the republica-
tion of the regulation states the document was published "to make these
regulations more accessible to the public, and to discourage confusion concerning
the nature and uses of this important law enforcement tool."

AUTHORITY
Regulatory authority for federal and state law enforcement officers to request

mail covers from the Postal Service and receive information obtained by employees
of that organization who conduct such an operation is covered in 39 C.F.R.
Part 233. Such regulation is "presumptively valid and one who attacks it has
the burden of showing its invalidity-[and] is ordinarily valid unless it is (a)
unreasonable or inappropriate or (b) plainly inconsistent with the statute."
Rockville Reminder, Inc. v. United Stales Postal Service, 480 F.2d 4 (2 Cir., 1973),
and cases cited therein.

Part 233 of the Postal Regulations was issued under 39 U.S.C. 401, 404 and 410.
These statutes give the Postal Service broad rule making authority to accomplish
the objectives of Title 39 of the United States Code and to provide such other
services incident thereto as It finds appropriate to its functions and in the public
interest. Thus, the Postal Service has the authority to issue such a regulation.

A num .ir of courts have held that the Fourth Amendment does not revent
postal inspectors from copying information contained on the outside of sealed
envelopes (first-class mail) in the mail where no substantial delay in delivery is
involved and such a practice does not violate any other constitutional provision.
Lustiger v. United Stales, 386 F.2d 132 (9 Cir. 1967), cerl. den. 390 U.S. 951 (1968);
Canaday v. United States 354 F.2d 849 (8th Cir., 1960); United Stales v. Isaacs,
347 F. Supp. 743 (D.C. .D. Ill. 1972), aff'd 493 F.2d 1124 (7 Cir., 1974), cert.
den. 417 U.S. 976 (1974), and cases cited therein. Nor does a mail cover violate
postal laws. United Stales v. Costello, 255 F.2d 876 (2 Cir. 1958), cert. den. 357

S. 937 (1958). It should be noted that Costello, as well as Canaday, involved
mail covers where the information gathered was requested by, and turned over
to, the Internal Revenue Service.

Hence, 39 C.F.R. Part 233 sets forth a valid regulatory scheme for obtaining
information by use of mail covers and has the force and effect of law. However,
the use of mail covers in no way justifies the seizure and retention or opening and
searching of first-class mail without a search warrant since the unreasonable
search and seizure of one's papers or other effects, as proscribed by the Fourth
Amendment, extends to their presence in the mails in sealed envelopes or pack-
ages. Ex Parte Jackson, 96 U.S. 727 (1877); Lustiger v. United States, supra. See
also, Veks v. United Stales, 232 U.S. 383 (1913).

The case law cited pertains to the examination and recording of information
on the outside of first-class mail. Under mail cover procedures set out in the
Postal regulations, "checking the contents of any second- third-, or fourth-class
mail as now sanctioned by law" is also permissible (39 C.F.R. 233.2(c)(l)). This.-
follows a legal principle established many years ago by Ex Parte Jackson, supra.
As to the limitation 'now sanctioned by law" on examining the contents of these
classes of mail, it would appear safe to assume the postal employees gathering
Information during a mail cover operation are familiar with, and will abide by,
any statutory restrictions on examining the contents of this type of mail.

The remaining issue is whether the Intelligence Division of the Internal Revenue
Service is a "law enforcement agency" authorized under 39 C.F.R. Part 233 to
request the Postal Service to conduct a mail cover. In this regard, 39 C.F.R.
233.2(c)(4) defines "law enforcement agency" as:

any authority of the Federal Government or any authority of a
State or local government one of whose functions is to investigate the com-
mission or attempted commission of acts constituting a crime.

Certain sections of the Internal Revenue Code of 1954 and delegations of
authority down to the Intelligence Division and special agents clearly bring that
organization within this definition.

Section 7601 of the Internal Revenue Code of 1954 (hereinafter referred to as
the Code) directs the Commissioner "to cause officers or employees of the Treasury
Department to proceed, from time to time, through each internal revenue district
and inquire after and concerning all persons therein who may be liable to pay any
internal revenue tax." This section imposes upon the Commissioner the power
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and duty to investigate for violations of the interal revenue laws. DeMadter8 v.
Arend, 313 F. 2d 79 (9 Cir., 1963), ap peal dismissed 375 U.S. 936 (1963). Section
7803(a) of the Code authorized the Secretary or his delegate (the Commissioner)
"to employ such number of persons as the Secretary or his delegate deems proper
for the administration and enforcement of the internal revenue laws."

The criminal enforcement authority vested in the Commissioner has been
delegated through appropriate National Office and Regional Office officials to the
Intelligence Division and special agents in the districts.This was last done through
the "Statement of Organization and Functions" published in the Federal Register,
March 29, 1974 (39 F.R. 11572), at paragraphs 1118.6 and 1118.7. Under Policy
Statement P-1-38 (Approved 6-2-59), the assignment of the functions set out
in paragraphs 1118.6 and 1118.7 of the "Statement of Organization and Functions"
constitutes a delegation of authority.

It is also significant that Congress has specifically recognized the law enforce-
ment responsibilities of special agents and has granted them authority to perform
certain specific police functions. Section 7608()) of the Internal Revenue Code of
1934 gives these criminal investigators the authority to execute search and arrest
warrants, as well as subpoenas and summonses, to make arrests without a warrant
involving offenses relating to internal revenue laws and to seize property for
forfeiture under the internal revenue laws.

The specific authority to execute arrest warrants, along with the general au-
thority of special agents to investigate criminal violations of the internal revenue
laws, justifies the participation of these officers in searching for a fugitive wanted
in connection with an internal revenue violation. Since one of the bases for ob-
taining a mail cover from the Postal Service is that the subject be a fugitive, the
use of this investigative tool by special agents in locating such people seems to be
in order.

In conclusion, there seems to be no statutory or constitutionl proscription on
employing mail covers as an investigative technique in criminal felony investiga-
tions of internal revenue law violations or in locating fugitives wanted in connec-
tion with such violations and that special agents have the authority to use this
tool within the procedures and guidelines set forth in 39 C.F.R. Part 233. Indeed,
the courts have recognized and accepted the use of this technique by special agents
on a number of occasions. See, e.g., Canaday v. United State8, 8upra; United State8
v. Costello, supra.

Mfr. DELLUMS. I would now call your attention to the question of
proprietaries.

As you know, CIA operates various organizations known as pro-
prietary corporations, businesses for normal profit, such as airlines,
a charter airline and public relations firms.

First, what is IRS's position on the taxation and auditing of those
so-called proprietaries, and have you ever audited proprietary cor-
porations operated by CIA?

Mr. ALEXANDER. The answer to your first question is that we think
these proprietary corporations are taxpayers just like other corpora-
tions in the same businesses. We don't see any statute or exception
for them. So if they make a profit, we would like to recycle some of it.

In answer to your second question, discussed by Mr. Wolfe, a few
minutes ago, he stated, sir, that we have made audit investigations
with respect to CIA's activities having tax consequences.

Mr. DELLUMS. If you have audited, are your audits conducted in
some special separate and apart, distinctly different from audits of any
other American business?

Mr. WOLFE. The verification of the income and expenses is the same
as any other type of examination. However, if we have to get into
background information, as we do in some of the other examinations,
it is handled differently in that we have to have a revenue agent who
has a clearance. If it is a top secret matter, he has to hve top secret
clearance to get into this area.



353

We do not hesitate to get that clearance and permit him to get
whatever information is necessary to make a proper determination of
taxability.

Mr. DELLUMS. Does IRS employ former CIA agents as IRS auditors
for the purposes of auditing a transaction between your organization
and the CIA and any other intelligence community?

Mr. WOLFE. To the best of my knowledge we have never hired a
former CIA agent and since I have been here I know that there have
been none simply because we have had to get clearance for our people
to do this.

Mr. DELLUMS. To your knowledge has any personnel of the intelli-
gence community at large been given any different consideration by
your organization than any other citizen? In other words, have any
people in the general intelligence community been given any special
consideration over what you would give to an ordinary citizen?

Mr. WOLFE. That is a difficult question. For example, Ihave 15,000
revenue agents examining tax returns, another 2,700 special agents
and another 4,000 tax auditors.

Our procedures require that we only have one set of procedures
which require that a certain method be followed in making their
audit and this applies to everybody.

Mr. DELLUMS. May I ask a hypothetical question: Would it be
possible for me as a member of the American intelligence community,
say the CIA-would there be greater likelihood I could get away from
paying my fair share of taxes than if I was a plain citizen?

Mr. WOLFE. I wouldn't say it is possible. Certainly it is possible to
do this but the way we select returns, particularly individual returns
is through the computer. We have what we call a discriminant func-
tion formula which identifies those returns most likely in need of
audit and they give a score to the return. The higher the score the
more likely the return is in error and these are the returns we select
and we don't know who they are.

Chairman PIKE. The time of the gentleman has expired.
Mr. JOHNSON. Mr. Chairman, I ask unanimous consent to yield all

but 1 minute of my time.
Chairman PIKE. Without objection it is so ordered.
Mr. DELLUMS. My final question in this particular area is, do IRS

and CIA detail personnel as liaison to each other's organization on a
routine and regular basis?

Mr. WOLFE.-We do not from Internal Revenue Service, to my knowl-
edge, to CIA, except as I told this committee earlier, that Mr. Mc-
Guffin of my staff is the contact with the CIA and there is an indi-
vidual in CIA who is our contact there. There are two individuals
that I know of and the only two.

Mr. DELLUMS. Can you give us assurances that when you audit
the tax return of a CIA proprietary corporation that money does in
fact go back to the Treasury, or do you have information or knowledge
as to whether those profits or taxes go back to the CIA for the purpose
of funding other projects?

Mr. WOLFE. Any audit that we make, and any deficiencies we col-
lect go into the creneral fund of the Treasury of the United States
and not back to 6IA.
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Mr. DELLUMS. Earlier this year disclosure was made of an IRS
training program of stress seminars for undercover agencies involving
at some periods of time the use of alcohol and women. My question
is, to what extent if any does IRS agency training currently employ
stress seminars or similar methods of training and if you have evaluated
the worth of such stress seminars, what value do you place on these
seminars and how much money have you spent on these programs?

Mr. ALEXANDER. We are talking about ancient history. These stress
seminars go back to 1963. They were a part of a training program that
did involve such innovative ideas and ideas that in the judgment of
those of us in charge of Internal Revenue now are not appropriate
elements in training people. This was part of an undercover school,
so-called, and the last undercover school occurred in January 1973,
before I became Commissioner, before Mr. Wolfe became Assistant
Commissioner for Compliance. We do not have those schools now
and are not about to.

Mr. DELLUMS. This is following in a general way the questions of
the distinguished chairman: Is it possible for intelligence-gathering
agencies other than IRS to have access to the information stored at
Martinsburg?

Mr. ALEXANDER. For agencies other than IRS to have access to
Martinsburg?

Mr. DELLUMS. You have a data bank there. My question is, can't
other intelligence-gathering agencies have access to that information-
other than you?

Mr. ALEXANDER. They might possibly have some sort of capability
of getting into our computer without our knowledge and without our
permission and without any semblance of law. I don't think they would
do it, so the answer to your question is no.

Mr. DELLUMS. The information-gathering retrieval system was a
data bank of information on numerous citizens set up as an intelli-
gence-gathering operation from 1969 until you suspended it.

Under what authorization, and whose direction, was this program
established and can you estimate the total cost of this program during
the period it was used?

Mr. DELLUMS. If I, for example, wanted to find out how much
money is spent

Mr. ALEXANDER. I don't think we have figures as to how much
money was spent on the IGRS system. We would have to supply you
for the record our best guess about this, Mr. Dellums. The IGRS
system, as I mentioned, was an outgrowth-we do have some infor-
mation, here. "Cost of IGRS activity, fiscal year 1974." I don't
know who prepared this.

Mr. BATES. It is a limited figure.
Mr. ALEXANDER. I don't know what the limited figure means. I

have here a set of figures but I would like to check out this set of
figures to make sure it is the right set of figures in response to your
question. The initial figure looks like about $2,800,000 for fiscal year
1974.

I would like to verify that, Mr. Dellums. What IGRS was, was a
computerized system for the storage and retrieval of information
developed in our intelligence activity. It was an outgrowth of several
years of study. A Manual Supplement issued in 1973 and revised in
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1974 providing details of this system. We will supply these Manual
Supplements for the record.

[In response to Mr. Dellums request the following information was
received for the record :]

The $2.8 million I GRS in FY 1974 is a correct figure, but represents only the
cost of direct operations. It does not include supporting management and ad-
ministrative personnel costs equipment costs, space rental or other similar sup-
port and overhead costs. In Y 1974 the tothl cost of IGRS would be $6.5 million;
this cost is cor parable to the total FY 1975 cost of $4.3 million for information
gathering already included in the record.

Manual Transmittals dated May 4, 1973, and March 4, 1974, are provided for
the record.

[The enclosures are in the committee files.]
Mr. ALEXANDER. We found this system was overshooting the mark,

that it was not cost-effective and that certain information of a nontax
related type was getting into the system. As I mentioned earlier, my
name was one of the 465,442 names in the system and I wasn't sure
under what category I was supposed to fit.

We terminated this system after the Deputy Commissioner took a
careful look at it with a view toward producing the kind of guidelines
we have furnished to this committee and we have discussed at the
hearing this afternoon. These guidelines are not engraved in stone as
I mentioned earlier.

We found this system had grown like Topsy, that names were being
put in the system by clerks without the adequate supervision that one
should expect. Mr. Bates and his Inspection Service reviewed this
system carefully, and we stopped the system to substitute a new one
we think is better designed to retain the information that we need and
must have to enforce the tax laws properly, but only that information.

Chairman PIKE. The time of the gentleman has expired. Mr. Kasten.
Mr. KASTEN. Mr. Alexander, I wonder if we couldask Mr. Wolfe to

supplement the data provided to the chairman in giving the figures of
the requests received by IRS and the number of taxpayers involved
from the requests that came from State and local governments during
that same period of time.

If you do have the totals, that would be helpful. I would ask unan-
imous consent to have you submit for the record the totals by State
for 1973 and 1974.

Do you have the totals to give us right now?
Mr. WOLFE. Mr. Kasten, I don't. We will be happy to furnish that

information to the committee.
[The information can be found in the committee files.]
Mr. KASTEN. One group of people having access to your records that

we haven't talked about before is the Census Bureau. Mr. Lehman
talked briefly about the Census Bureau. It is my understanding
hundreds of thousands of records are examined by the Census Bureau.
I would assume there is some kind of method of keeping the names
confidential.

What is the relationship? How do you operate with the Census
Bureau? How many tax returns were given out to them recently?

Mr. ALEXANDER. Information on almost all our individual taxpayers.
The figure we have that Mr. Wolfe showed me is 79 million individuals,
and in addition a large number of other entities.
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We need to provide for the record a supplement to the answer that
I am giving you now and that I gave earlier. First, to show you what
goes to Census, how much and in what form.

Miss Alpern, would you care to add to that?
Miss ALPERN. A good deal of the information that goes to Census

and other Government agencies-yes, and particularly a further
embellishment of the question previously asked by Mr. McClory-
is for their statistical surveys and studies. These are both compilations,
giving summary totals based upon the million of different returns
filed, or taxpayer identifying data generally limited to Social Security
number, employer identification number, and name and address.
There are also some arrangements where other data files are furnished.

Mr. KASTEN. When the information goes to what seems to be a very
large number of government agencies-the information the chairman
was speaking about-how can you be assured that that Government
agency will be as concerned about the confidentiality of the informa-
tion as you in fact are and should be?

Mr. ALEXANDER. We believe the Census Bureau
Mr. KASTEN. I am not talking about the Census Bureau but about

the various other agencies of the Government like the Federal Housing
Administration, the Federal Communications Commission, the Civil
Service Commission, that group of people. When you give the informa-
tion to them, how are you assured they maintain the confidentiality?

Mr. ALEXANDER. First, the letters they submit to me requesting
information contain an undertaking to hold the information that we
supply confidential. Of course Census has an excellent record, just to
complete my answer in that sense.

Second, we have considerable faith in the integrity of these agencies
and the people who request this information, and considerable under-
standing on the basis of considerable experience, that they will
maintain the confidentiality of tax returns.

Mr. KASTEN. I would ask the same question as to the confidentiality
and the opinion you have of the information that goes to State and
local governments.

Mr. ALEXANDER. First, one needs to remember that much more
information goes to State governments and presumably local govern-
ments than to these agencies. You will recall that the great majority
of these large numbers, this 30,000 figure that we have given you,
the more than 8,200 taxpayers we mentioned, involved requests
by the Department of Justice or by U.S. attorneys, so the numbers
involved in the transmission of returns, or retuni information to
other agencies, is quite small in comparison. Of course, the more
hands into which information goes the more likely is a breach of
integrity.

Mr. IASTEN. Therefore you would feel it is more likel. there
would be a breach of integrity with the information going to State
and local governments? Is that your answer to my question?

Mr. ALEXANDER. We are quite concerned about breaches of
integrity in the vast bulk of information that we supply to State and
local governments. I am sure they share this concern with us.

Mr. KASTEN. There have beenva number of indications of problems
in this area. Have you or others in your department come to Congress
with suggestions, legislative remedies to this problem? We are talking
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about data. What is it, 1913 we started with the tax act, where it is
supposed to be confidential? It obviously isn't.

Have you come to the Congress or have people in the Treasury
Department come to Congress stating "We have got a problem here,"
or do we just float along with it? Having to do with the confidential
information at State and local government levels?

Mr. ALEXANDER. I first came to Congress on this in August 1973.
Yes, we have come to Congress.

Chairman PIKE. Mr. Murphy?
Mr. MURPHY. Thank you, Mr. Chairman.
Mr. Alexander, you earlier testified that in 1973 you spent $11.8

million in your intelligence-gathering evaluations account. In 1974 it
was $6.5 million, a reduct ion of approximately $5,100,000.
• During 1975 thus far the former Assistant Commissioners for
Compliance.and Inspection and the Director of Intelligence Division
have retired and have been replaced by the incumbents, Messrs.
Bates, Wolfe, and Clancy.

You also talk about new integrity in the IRS. You also sent out a
circular where you requested a reduction in overtime, especially in
the Chicago area, of IRS special agents.

Do you consider thereby that a change in direction of intelligence
policy is taking place with these facts I have just enumerated?

Mr. ALEXANDER. By mentioning new integrity I don't want to
imply a lack of integrity in the past.

Mr. MURPHY. We all know there were wiretap specialists, Mr.
Alexander. Do you anticipate a change in direction? Are you changing
the direction of the IRS?

Mr. ALEXANDER. We are.
Mr. MURPHY. Could you supply to me the number of requests from

the strike force in the Chicago area for income tax returns since 1969?
Mr. ALEXANDER. Yes.
[The information follows:]

CHICAGO STRIKE FORCE REQUESTS FOR INCOME TAX RETURNS

Number of Number of Number of
Calendar year requests taxpayers I returns

1969 ------------------------------------------------------------ 5 237 711
1970 .........................----------------------------------- 8 657 1,971
1971 ---------------------.----------------------------------- 2 194 582
1972 ------------------------------------------------------------ 3 107 321
1973 ............................................................. 7 419 1,257
1974 ------------------------------------------------------------ 7 298 1,233
1975 (to Aug. 22) ------------------------------------------------ 5 119 585

Total ...................................................... 37 2,031 6,660

1 Prior to Nov. 12, 1974, strike force requests did not cite specific tax periods. Field experience showed that, on the
average, 3 years' returns were disclosed for each listed taxpayer. Therefore, for requests prior to the above date, 3 years
was used as a multiplier to estimate the number of returns requested. Requests after that date have cited specific tax
periods and the number of such periods have been used to determine the number of returns requested.

Mr. MURPHY. Could you also give me what the usual component of
IRS agents is in that area and what increase if any there has been,
from 1969 until the present. Also will you give me the jump in overtiii6
hours worked by those special agents in that particular area, since
1969?
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Mr. ALEXANDER. We will do our best to supply all that for you,
Mr. Murphy.

Mr. MURPHY. I will appreciate it.
[The information follows:]
The Chicago, Milwaukee and Indianapolis Districts participate in the Chicago

Strike Force. The following table shows total Revenue Agent and Special Agent
positions in these Districts and the number assigned to the Chicago Strike Force
during the period July 1, 1969 thru June 30, 1975:

Revenue agents Special agents

Assigned Assigned
Chicago Chicago

Total strike force Total strike force

fiscal year:1970 ........................................ 29 29 18
1971 ...................................... 1,153 37 [99 161972 ........................................... 47 223 361973........................................... ---- 1.121 49 233 221974 ........................................... 1,210 49 257 45
1975 ........................................... 1,269 56 255 44

Revenue Agent's overtime for Strike Force activities was negligible--5/i days.
Overtime figures for Special Agents working on the Chicago Strike Force are

not available separate from the larger number of non Strike Force Special Agents.
The following table shows the total staff-days applied to premium pay, overtime
and compensatory time by all special agents in the Chicago, Milwaukee and
Indianapolis Districts for the period July 1, 1969 through June 30, 1975:

Number of
Fiscal year: staff-daV8 expended

1970 ------------------------------------------------------ 3, 188
1971 ------------------------------------------------------ 4,666
1972 ------------------------------------------------------ 5848
1973 ------------------------------------------------------ 8,313
1974 ------------------------------------------------------ 9, 191
1975 ------------------------------------------------------ 6, 649

Chairman PIKE. Mr. Hayes?
Mr. HAYES. Thank you, Mr. Chairman. Mr. Alexander, the pro-

grams that you described as being the joint compliance program and
returns compliance program and I assume also coordinate compli-
ance-are three different kinds of lower-level information-gathering
descriptions within IRS-is that correct? Usually at the district level?

Mr. ALEXANDER. Yes, that is correct. I wasn't sure how to interpret
"lower level". We think they are pretty high level programs. We are
t king about geography. The joint compliance program is a district
program.

Mr. HAYES. Generally not supervised by the Intelligence Division?
Mr. ALEXANDER. The Intelligence Division participates in the

program. The district director exercises supervision over the program.
Mr. HAYES. I wonder if you could, for the record, supply to us some

indications, perhaps ideas, as to how you intend to carry out section
9 of the new circular provision, subparagraph .06. Specifically, how
you intend to carry out those program changes which hopefully
would exercise the proper care that it is directly tax-related information
that is being sought at those levels.

Mr. ALEXANDER. We will be.glad to amplify that.
Mr. HAYES. In addition I would be particularly interested in your

recommendation on limiting nontax-related information growth,
perhaps relating back to our prior dialog, the prior question that I
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had in regard to your circular on what to do with-what you purported
to do with nontax-related, noncriminal-statute violating information.
And perhaps if you could submit or make reference to some of the
suggestions that may already be extant in that area I think it would be
helpful to the committee and particularly to me. If you would provide
those I would appreciate it.

Mr. ALEXANDER. We will.
[The information follows:]
We believe that Section 9.06 of the Information Gathering Guidelines can best

be carried out by strict adherence to other sections of the guidelines. For example,
section 7 of the guidanes provides that the authorization for a project must be
in writing and must state the purpose and define the scope of the project. Only
information meeting the requirements of Section 4 (Definition of "directly tax
related information') may be sought or obtained from outside sources for the
project.

Further, Section 6 sets our responsibilities for specific managers to review the
activity and for all employees to ensure that information other than that necessary
for the enforcement or administration of the tax laws is not solicited, indexed or
associated with the name or other identifying symbol of a taxpayer. District
Directors must provide for quarterly reviews of all information gathering activ-
ities on projects and specific taxp ayers, to ensure compliance with Service policyand these guidelines. Regional Commissioners must provide for a review of each
district's information gathering activities in their semi-annual visitations to the
districts. Assistant Commissioners are required to provide for an annual review
of each region's information gathering activities as a part of the National Office
Review Program.

Our guidelines to the field require that top management at all levels (National,
Regional and District) become involved in projects requiring information gather-
ing so that such officials can assure that only directly tax related information,
as defined in Section 4, is sought. Before such projects are authorized, the Assist-
ant Commissioner at the National level, the Regional Commissioner at the
Regional level, or the District Director at the District level, must evaluate the
purpose, scope, and specific type of information to be solicited. It is the authorizing
official's responsibility, through his subordinate managers, to ascertain that only
directly tax related information is sought and that non-tax related material is
disposed of. We feel these responsibilities will not only prevent the growth of
non-tax related material, but eliminate inventories of any such material presently
maintained. National and Regional offices, through regular program visits will
insure that all I R Manual restrictions on information gathering are adhered to.

[The information-gathering guidelines referred to above are printed
on pages 593 to 601 of the appendix.]

Mr. HAYES. I might indicate, too, that I, as others have stated,
very much appreciate your frankness, your wit and resiliency here
today. I think it is only that we are very concerned about the applica-
tion of the kinds of regulations that are submitted by the IRS. There
is no other oversight except that which you supply, and which you
issue pursuant to what I consider to be a kind of unique tax collector
ethic that I find in the IRS, and always have found it. You have even
outlined some of it in the final phases of this circular, which is a rather
strange thing to find in an IRS information bulletin, where one would
find some statements of philosophy. Particularly the three paragraphs
about the mission of the Service, how to fulfill it, and compliance with
Internal Revenue laws-the three paragraphs over your signature on
the last page. I think that is extremely helpful and has to be extremely
helpful to the size of the bureaucracy you have responsibility for and
I commend you for that.

Perhaps if we could have some statement about that, it might help
us understand how to better devise the proper statutory controls
that we are going to have to have if we are going to curb abuses that
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occurred before you and which might occur after you, because I have a
great deal of confidence they are not going to happen while you are
exercising your responsibility.

Mr. ALEXANDER. Thank you very much for your statement. It
applies to all of us here, not just to me.

The mission of the Service as described in the top paragraph of the
three you mentioned is exactly what we believe it to be.

Mr. HAYES. Thank you very much, Mr. Commissioner.
I yield the balance of my time to Mr. Murphy.
Mr. MURPHY. I too would like to thank you for your frankness

and candidness. I find it most refreshing, especially in contrast with
this morning's hearings and other sessions we have had with other
agencies. I appreciate it very much.

Mr. ALEXANDER. Thank you.
Chairman PIKE. Mr. Lehman?
Mr. LEHMAN. Mr. Alexander, I just want to bring up one little

subject. You said that Florida was lucky perhaps because of the
climate, or perhaps because of organized crime. I can't help being a
little defensive on that. Organized crime as compared to what?
N-vada, Baltimore, Chicago, or what?

I really don't think we deserve that kind of attention for that kind
of a reason. I hope you will perhaps qualify or retract a little bit of
that.

Mr. ALEXANDER. I want to say I love, admire, and respect the
State of Florida; that we do have an obligation to enforce the tax laws
and that Florida has so many attractive attributes about it that it
attracts not only the fine, outstanding citizens who live there but some
criminal elements that would like to reside there.

Mr. LEHMAN. You are getting worse. You are getting into more
trouble.

I won't pursue it.
For the record, I think that Florida is perhaps no better but cer-

tainly no worse than hundreds of other parts of the country in regard
to the activities of organized crime or any other type of criminal
activity.

Come down and find out but don't necessarily bring Operation Harry
the Hat or Operation Sunshine, or Operation Banana Boat or for
that matter Operation Leprechaun.

I would like to take whatever time is available,if you can inform
me more openly-I am familiar with Operation Leprechaun, but there
has been very little discussion on the other types of operations. If
you would like to give this committee any additional information in
regard to that, it will certainly be very interesting and perhaps helpful.

Mr. ALEXANDER. Mr. Bates, do you have any further data on
some of these other operations?

Mr. BATES. You are speaking of Harry the Hat, B-anana Boat,
and Sunshine.

Mr. LEHMAN'. I just know the names and know nothing about what
they are doing down there or have been doing.

Mr. BATES. Let me briefly describe it. By the way, our investiga-
tion, Congressman, is still going on as to what happened down there
those years. But apparently there was one undercover inspection
agent working for the Internal Revenue Service who was sent into
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the Miami area. From the best we can determine today-because
the people responsible for this operation are no longer with the In-
ternal Revenue Service-be was down there tQ check on the in-
tegrity of the Internal Revenue employees.

Now I hate to mention the next subject because it is something
that is dear to your heart. He was down there because the people
whainitiated the operation were concerned that if there was corruption
in Miami perhaps they were corrupting Internal Revenue Service
employees. So, basically, the operation was to determine whether
that was going on.

The first part of the operation was called "Harry the Hat." The
man who went down there was down there for about 2 months. They
changed the operation. They expanded what he was going to do. They
changed it to "Operation Sunshine" and that ran along for several
months. Then they wound it up and they called it "Operation Banana
Boat," so it was a continuing of one operation, where somebody
decided to put three labels on it.

Mr. LEHMAN. Are the Internal Reveiiue agents in south Florida
more susceptible to corruption than Internal Revenue agents else-
where? Didn't you have to initiate these kinds of operations in other
places?

vYr. BATES. Let me hake you happy. The report indicates that
there was no corruption on the part o the Internal Revenue agents
as a result of this investigation, so they found absolutely nothing.
Maybe that proves something positive, that everything looked ali
right as far as Internal Revenue Service employees were concerned
in south Florida, at that time, as a result of the information we
gathered in that operation.

Mr. LEHMAN. And this has all been stopped at the present time?
Mr. BATES. There is no such thing going on in Florida at this time.
Mr. LEHMAN. Just to pursue the confidentiality, and then what-

ever time I have left, I would like to give back to Mr. Kasten. For
employees. So, basically, the operation was to determine whether
instance, can the State's attorney in a county in Florida request the
governor to request the tax retur for any particular citizen of his
State?

Mr. ALEXANDER. He can make the request but will find that he
won't get the return.

We are authorized and directed to give tax returns and tax return
information to the governors on their request only for the administra-
tion and enforcement of tax laws, so if the State's attorney would just
like to get a tax return because of curiosity or because somebody ran
three red lights, he is not going to get it unless my counsel overrules
me.

The statute, itself, is very specific on this. It simply says that income
tax returns shall be open to inspection by any official body or com-
mission lawfully charged with administration of any State tax law.
Th'e statute restricts it to tax laws and restricts it therefore to those
State officials charged with the administration of tax laws.

Chairman PIKE. The time of the g6itleman has expired.
Mr. Johnson is recognized fo 1 minute.
Mfr. JOHNSON. I need to get this information on the record about

the special services staff' and the information-gathering retrieval
system.
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Did the IRS refer those matters to the Congress or report them to
the Congress, and, if so, to which committee?

Mr. ALEXANDER. The Joint Committee on Internal Revenue Taxa-
tion looked into the'special service staff and issued a preliminary report
ufil part of its "friends and enemies" report on December 20, 1973. It
looked into the special services staff further and issued a much more
detailed report on June 5, 1975.

As to the.IGRS, the joint committee has called on GAO to review
almost all major activities of any kind.-I don't know whether-&AO is
looking particularly into this at this time or not, but I do know that I
have reported to congressional committees with respect to IGRS, and
I expect to report further. The committee that has shown a particular
interest in IGRS is Chairman Rosenthal's subcommittee of the
Government Operations Committee.

Chairman PIKE. Mr. Field.
Mr. FIELD. Thank you, Mr. Chairman.
Mr. Alexander, you made a statement that the IRS's generalized

investigation cost was $4.3 million in the 1975 budget. Is this the first.
time IRS has made a public breakdo-wn of the strictly intelligence-
gathering costs?

Mr. ALEXANDER. As far as I know; yes.
Mr. FIELD. I understood that was done at the request of this

committee, and again we thank you for doing that and for the previous
figures. I think they are very helpful.

There is $100 million spent on the intelligence division. I would
like to understand why you distinguished the $4.3 million. I under-
stand it is sorf_-generalized intelligence-gathering. Probably the
remaining balances are directed at individual violations. Neverthe-
less, were we to recommend oversight to a joint committee or some
other body, it would strike me that perhaps the balance of that $100
million may involve intelligence-gathering--paid informers, that kind
of thing-and probably should come under oversight.

I would be interested to hear what was the distinction and get your
response on whether the whole $100 million shouldn't come under
oversight.

I have two specific questions. Answer the others for the record.
Why the reduction from $11.8 million a couple of years ago to

$4.3 million last year? This is apparently following up on tips and
so forth. Has the number of tips. gone down by two-thirds? Has
the cost of evaluating the tips gone down by two-thirds, or is the
fact a few years ago you were actually doing more than just evaluating
the tips coming in?

Mr. ALEXANDER. I think a few years ago we did place emphasis,
and rather strong emphasis, upon intelligence-gathering, information
gathering, per se. That troubled me, because I was wondering whether
it was an efficient and effective use of our limited resources. We don't
have enough special agents; we haven't enough money in our intelli-
gence budget to da urjob properly, and we wondered whether'we
were piling up information we couldn't utilize because we didn't have
the people to, as we say, "work the cases."
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So from the standpoint of efficient use of resources, as well as from
the standpoint of not gathering the irrelevant, or concerning ourselves
about matters-social and economic views irrelevant to taxation, or
something interesting only to the curious-

Mr. FIELD. It would seem to me IRS began to come under criticism
and scrutiny, really, a few years ago, or at least a year and a half
or so ago. The intelligence community in general came in only
recently. This seemed to be some indication bf what may happen
elsewhere if more attention is paid to what is being collected and how
valuable it is and whether or not it is proper. Perhaps your experience
may be a harbinger of what may come elsewhere. It seemed to be
that kind of thin.

Mr. ALEXANDER. We would be glad to share our experience with
the other intelligence-gathering agencies.

Mr. FIELD. Is it true that the cost of paid informers has gone from
$122,000 in 1970 to $586,000 in 1974?

Mr. ALEXANDER. That aggregate includes more than payments to
informants. The payments to informants are the largest single ele-
ment in the aggregate, but the aggregate includes same amount for
the purpose of paying banks and the like for records that we require
from them.

Mr. Wolfe, would you supply detail on that?
Mr. WOLFE. Yes; that is right. We didn't segregate the payments

to the informants, and the amounts that we spent, where we had to
reimburse banks and others to reproduce information for us.

Mr. FIELD. Could I interrupt for a second?
Since that is true, if you could at some time submit for the record

the reason for that increase, I would like to have it for our records.
Mr. ALEXANDER. We will be glad to and will also submit for the

record why the decrease from that figure.
Mr. FIELD. I appreciate that very much....
[The following information was subsequently supplied for the

record:]
The 4.3 million dollar expenditure for information gathering and retrieval in

FY 1975 represents the cost of gathering, evaluating, cross indexing and re-
trieving---on a district and national basis-information to be used by Service
personnel as background material prior to the assignment of a case for collection,
examination, or investigation. Except for this 4.3 million dollars for information
gathering activities, the 100 million dollars spent in Intelligence Division programs
in FY 1975 represents the cost.of-specific tax fraud case investigations.

Tax fraud investigations are the responsibility of the Intelligence Division in
Internal Revenue district offices and local posts of duty, under the functional
direction of the District Director, the Assistant Regional Commissioners (Intel-
ligence) and the National Office Intelligence Division, under the Assistant
Commissioner (Compliance).

The objective of this activity is to encourage the highest degree of voluntary
compliance with Internal Revenue laws pertaining to income, estate, gift, employ-
ment and certain excise taxes by enforcing the criminal provisions of such laws.
Our special agents investigate incidents of apparent tax fraud. When the facts
developed by the investigation warrant, prosecution is recommended for criminal
tax violation.

Any congressional oversight of intelligence activities should cover the entire
amount spent in Intelligence Division programs. At present, the House and
Senate Appropriation Committees the Joint Committee on Internal Revenue
Taxation, the Senate and House g overnment Operations Committees, and the
oversight subcommittees of the Senate Finance and House Ways and Mean
Committees, have an oversight responsibility for IRS programs.

58-920--75- 24
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Paymdents to secure evidence are shown in the chart below. Included in these
charges are payments to informants, payments to banks for copies of documents
and other miscellaneous expenses to secure evidence.

INTELLIGENCE DIVISION PAYMENTS TO SECURE EVIDENCE

Iun thousands

Fiscal year-
1971 1972 1973 1974 1975

Payments to Informants ................................... 11$276 4 $183
Payments to banks and other miscellaneous charges I........... 113 165 143

Total payments to secure evidence .................... 122 169 389 565 326

'Segregated data not available for fiscal years 1971 and 1972.
' Includes funds spent for relocating witnesses; paying fees to returns preparers when IRS employees posed as tax-

payers; travel, food, and lodging; telephone calls; photocopying by banks, and other such costs.

The increase in the aggregate amount between 1971 and 1974 was due primarily
to the Service's increased efforts in the Strike Force and Narcotics Traffickers
Programs. Our field officials utilized informants to develop information in these
two areas due to a lack of information from more conventional sources.

Our expenditures during FY 1975 decreased substantially due to the following
factors:

1. Generalized information gathering by Service employees was suspended
on January 22, 1975 pending high-level review of the practices and procedures
in this area.

2. Authorization for field approval of confidential expenditures was
withdrawn on March 17, 1975. The only officials currently authorized to
approve confidential expenditures to or on behalf of informants are the
Assistant Commissioners (Compliance) or (Inspection).

In summary, the decrease in the amounts paid to informants during FY 1975
was due to the tightening of management controls.

Chairman PIKE. Mr. Kasten, do you need additional time?
Mr. KASTEN. I would like to ask one additional question, if I may,

just a follQwup on the question about State and local government.
In the series of questions immediately prior to this one you had,

Mr. Lehman asked you about the sheriff in one county asking for
information. You said you would not send it because the sheriff is
not in the revenue business.

If in fact, from that same county, a county clerk or someone else
would-who could be thought to be in the tax or revenue business-
request either on his own or through the Governor of his State a
printout of everyone in that county for whatever reason he might
deem, isn't it possible that you would give that person that informa-
tion? Not the sheriff, but someone in the tax collecting business?

Mr. ALEXANDER. It would have to be requested through the
Governor in the first place, so the person couldn't ask for it himself or
herself, and obtain it. The request would have to show on its face that
it was for a proper purpose-I speak about a specific request now for
tax information-and I get quite a few from Governors of States, and
I read those letters pretty carefully to make sure-as sure as you can
be when you simply read what is 1)ut before you, and do not investigate
it thoroughly-t at the request is an appropriate one from an appro-
priate person and that it meets the standards of the statute. That is
as far as I can go.

I mentioned one case where the name was such as to elicit my
curiosity as to whether the need was proper and the need was there.
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I followed that case up with the Department of Justice.
Chairman PIKE. The time of the gentleman has expired. All time has

expired.
Miss ALPERN. Mr. Chairman, may I add a comment? In imple-

menting a Federal-State agreement, the Governor of the State in-
volved must submit a list of names of people employed in the State
and their official title who will be authorized to receive this informa-
tion. That is a part of the Federal-State agreement.

Further in the body of the Federal-State agreement the Governor
must assure that dissemination of such information below the State
level to officials in counties or municipalities is also in accordance with
the provisions and controls specified -fbr the State in the agreement.
Now, all that is under the current agreement and these are being
strengthened. -

Mr. KASTEN. It is being strengthened?
.Miss ALPERN. Yes, it is.
Mr. ALEXANDER. We are reviewing these agreements. We have

tightened up on them materially. They are being reviewed further by
Mr. Whitaker with a view toward tightening them up more.

Chairman PIKE. Thank you very much.
Mr. Alexander, I think you have judged from the comments of all

of the members of the committee that we really do appreciate your
candor, and lack of secrecy; and I think, as much as anything, the
fact that while you are doing your level best to meet the same prob-
lems that we are, you do not attempt to overstate your case, as far
as what laws and regulations can accomplish. You are still pretty
much in the hands of human beings. You recognize that and we recog-
nize that too.

The committee will stand in recess until 10 o'clock tomorrow
morning, when we will have the Director of the National Security
Agency here in open session.

[Whereupon, at 4:40 p.m., the committee was recessed, to reconvene
at 10 a.m., the following day, Friday, August 8, 1975.]
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HousE or REPRESENTATIVES,
SELECT CoMurrEE ON INTELLIGENCE,

Wahington, D.C.
The committee met, pursuant to recess, at 10:05 a.m., in room

2118, Rayburn House Office Building, the Honorable Otis G. Pike
[chairman], presiding.

Present: Representatives Pike, Dellums, Murphy, Aspin, Hayes,
Lehman, McClory, Johnson, and Kasten.

Also present: A. Searle Field, staff director; Aaron B. Donner,
general counsel; John L. Boos, counsel; Jeffrey R. Whieldon, counsel;
Roger Carroll, Fred K. Kirschstein, and Charles Mattox, investigators.

Chairman PIKE. The committee will come to order.
I want the members of the committee to know that prior to the

meeting this morning I was contacted by representatives of the
White House who advised me that the area which we are now address-
ing involves extremely sensitive information. It is quite possible that
we will have to go into executive session fairly early in the meeting.

I am a little hard to convince on this item. I have done my level
best to keep our sessions as open as possible as long as possible. We
will start in open session. We will go in open session as long as any-
thing useful can be accomplished thereby.

Our witness today is Gen. Lew Allen, the director of the National
Security Agency. We are delighted to have you here, General Allen.
You can introduce the people who are with you, General Allen,
and then you may proceed any way you want.

STATEMENT OF LT. GEN. LEW ALLEN, JR., DIRECTOR, NATIONAL
SECURITY AGENCY, ACCOMPANIED BY BENSON BUFFHAM,
DEPUTY. DIRECTOR; LEONARD MONGEON, DEPUTY CHIEF PRO-
GRAM BUDGET OFFICE; ROBERT ANDREWS, SR., ADVISER TO THE
GENERAL COUNSEL, OSD, AND ROY BANNER, GENERAL COUNSEL,
NATIONAL SECURITY AGENCY

General ALLEN. First, the people on my right, Mr. Benson Buffham,
Deputy Director of the National Security Agency, a professional
cryptologist who has been in the field since his service with the Army
in World War II.

On my left is Mr. Andrews, who is OSD General Counsel.
(387)
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On his left is Mr. Banner, who is the National Security Agency
General Counsel, and on my far right is Mr. Len Mongeon, who is
the budget officer of the National Security Agency, and is, of course,
here with details and backup information for your particular interest
in matters of the budget.

Chairman PIKE. In fairness to you, before we start, I think it is
clear to you-I hope it is clear to you-and I know it is clear to the
members of the committee that while we started by pursuing the
budget route, we find ourselves this morning not going after the CIA
the way most of the people in America are going, but being rather
interested in the NSA not because of their budget., but because of
allegations which have been made to the effect that the NSA is
intercepting the telephone calls of American citizens. That is precisely
why we wanted you to be here this morning, General Allen.

Do not spend much time talking about your budget, please, but do
tell us what you can tell us in that regard.

Mr. MCCLORY. Would the chairman yield?
Chairman PIKE. Of course I yield.
Mr. MCCLORY. I just want to add this, Mr. Chairman: That is,

while we are interested in the subject matter that you have referred
to, the size of the operation, the number of personnel, the amount of
money that is expended for these activities, and in what ways, man-
power and technological equipment and so on, I think these are all
things of interest to us.

Chairman PIKE. Of course they are. It is by following that route
that we got to where we are.

Mr. McCLORY. Right.
General ALLEN. Yes, sir. I understand your concern, and, of course,

I have not been unaware of some of the concerns that you expressed
over the past several days. On the other hand, I (lid come primarily
in response to your letter, which asked me to particularly emphasize
those matters of budget polls and procedures as well as proposed and
approved budgets themselves, and so it is, of course, in that area, in
response to your request, that I am primarily appearing.

Chairman PIKE. Why dont, you go right ahead then in open session?
Maybe we can get a lot of things in open session.

General ALLEN. All right., sir, fine. I would like to say I have pre-
pared a statement which has been distributed, which is unclassified,
and appropriate for o en session. However, I would like to pointt out
that as far as I can tell from searching the records, no director of the
National Security Agency has ever before been required by Congress
to testify in o)en session.

I will describe some of the statutory bases and concerns which
Congress has exl)ressel in the past that'has apparently caused them
to take those views up until now.

As you anticipate, it is going to be difficult for me to fully respond
to many of those matters about which you have concern in open ses-
sion. I feel it would be a disservice to both you and the American
people if I attempted to give inaccurate or incomplete replies which
would be inhibited by the statutory provisions on security.

Therefore, on many of these matters it will be necessary, I would
prefer that the entire questioning be done in closed session, but know-
ing your strong feelings about open session, we will certainly do what
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we can in open session, but it is true we will be severely inhibited in
responding.

Chairman PIKE. I feel very strongly, General Allen, that if the
telephone communications of American citizens are being intercepted
by your agency, the American citizens have a right to know how and
why, and the American citizens have a right to make the judgment
as to whether they want to spend their money for that purpose. That
gets us, by a rather roundabout route, back to the budget. Why don't
you go ahead with your statement?

General ALLEN. All right, sir.
Mr. Chairman, members of the committee I appreciate this opl)por-

tunity to set forth for you the missions and operations of the National
Security Agency (NSA). I am hereto assist the committee in any way
I can, and I shall be forthright and candid in providing whatever
information is required.

I shall review the missions of the National Security Agency, the
authorities under which it operates, its relationships to other agencies
and departments of government and its budget process. Certain as-
pects of our operations involve the most sensitive intelligence matters.
Consequently, I will be forced to defer discussion of these matters
until the committee convenes in closed session. To do otherwise would
risk compromise of and possible irreparable damage to cryptologic
sources and methods.

MISSION

NSA has two missions. One is that of protecting U.S. communica-
tions from foreign intelligence exploitation-this is our communica-
tions security (COMSEC) mission. Our other mission is to exploit
foreign communications in order to -provide information to our own
Government-this is called our signals intelligence (SIGINT) mission.

Our Comsec mission-that is, the enhancement of the security of
our own communications-is a complex undertaking in our modern
electronic world. It requires that we know and understand the threats
to the security of our communications against which we are trying to
protect. ourselves. Thus, our two missions-Comsec and Sigint-are
mutually enhancing, opposite sides of the same coin, so to speak.

The Secretary of Defense is the executive agent of the Government
for communications security. His responsibility in insuring the security
of our communications is carried out by the Director, NSA, as the
program manager for the national communications security program.
This effort includes research and development on modern techniques
of encipherment and of communicating the development of prototype
equipments and the printing of all of our code material which is usel
by both the civilian elements of our Government such as embassies
and consulates, and by our military forces all over the world.

The Secretary of Defense is the executive agent of the Government
for signal intelligence. We respond essentially to information needs
expressed by military and civilian authorities of the Government and
approved by the U.S. Intelligence Board. Many of our resources are
keyed to tasks that support. combatant forces.

Information needs are derived from two basic sources. First,
there are the very broad intelligence objectives and priorities which
are identified as a result of work by bodies like U.S. Intelligence
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Board, National Security Council, and the President's Foreign
Intelligence Advisory Board. These come to us through the U.S.
Intelligence Board, in the form of policies which guide our overall
resource application. One such objective, for example, is to provide
the Nation advance warning of military attack, and we endeavor
to collect information which will contribute to an assessment of
that possibility. Second, there are specific information needs which
are identified directly to us by other governmental or military au-
thorities, and which are satisfied without any reallocation of resources,
and within the policy and approval of the USIB. An example might
be to contribute to intelligence support to a military exercise or
action.

When a need for information is a proved, NSA accepts it as a
"requirement." A requirement might test be defined as a statement
of information need from an authorized source which. we believe we
are capable of satisfying within the constraints of our authorities
and resources, and which we have, therefore, accepted as a task.

When we receive such a statement of information need, we examine
our ongoing operation, our authorities, and our data base, and then
perform such processing or reporting as may be necessary to satisfy
that need. If a requirement or statement of need cannot be satisfied
without some major adjustment in the collection or processing system,
then we would seek DOD or USIB consideration or both before
undertaking such an adjustment.

LEGAL BASIS FOR NSA AND CRYPTOLOGIC ACTIVITIES

Let me now turn our attention to the legal authorities relating to
the National Security Agency.

Our original authority is based on the President's constitutional
authority to engage in foreign intelligence gathering operations which
he believes necessary to the exercise of his inherent powers as Com-
mander in Chief and as a principal organ of the Nation in the field
of foreign affairs.

Prior to and during World War II, signals intelligence was con-
ducted by the military services. In 1951, President Truman com-
missioned a group of distinguished Americans under the chairmanship
of Mr. George Brownell to study the issues involved in conducting
the national signals intelligence effort and to make recommendations
regarding how this effort should be managed. Pursuant to recom-
mendations contained in the Brownell report, President Truman
unified those military efforts under a single program manager; that
management concept evolved into our present day National Security
Agency. By Presidential memorandum, he designated the Secretary
of De tense as the executive agent of the Government for cominuni-
cations intelligence and communications security matters and directed
him to establish the National Security Agency.

The Secretary's authority to create the National Security Agency
is found in section 133(d) of title 10, United States Code. This law
provides that the Secretary may exercise any of his duties through
persons or organizations of the Department of Defense. The NSA is
the means by which the Secretary discharges his executive agent
responsibilities. In 1962, a Special Subcommittee on Defense Agencies
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of the House Armed Services Committee concluded, after examining
the circumstances leading 'to the creation of defense agencies, that
the Secretary of Defense had the legal authority to establish the
National Security Agency.

While the legal. basis for the gathering of foreign intelligence infor-
mation is derived from the Constitution itself, the Congress has acted
on its own initiative to enable and facilitate the President to acquire
foreign intelligence through signals intelligence activities. The Con-
gress has passed a complex of statutes which recognize the legality
of signals intelligence activities and provide for the conduct and
safeguarding of these activities.

As far back as 1933, the Congress recognized the right of the
President to intercept the communications of foreign governments
by prohibiting the divulging of the contents of diplomatic messages
of foreign countries which have been successfully decoded (18 U.S.C.
952).

The keystone statute is 18 U.S.C. 798, enacted in 1950, which
prohibits the unauthorized disclosure or prejudicial use of classified
information of the Government concerning communications intelli-
gence activities, cryptologic activities, or the results thereof. This law
specifically authorizes the President (1) to designate agencies to engage
in communications intelligence activities for the United States, (2) to
classify cryptologic documents and information, and (3) to determine
those persons who shall be given access to sensitive cryptologic docu-
ments and information. Further, this law defines the term "communi-
cation intelligence" to mean all procedures and methods used in the
interception of communications and the obtaining of information
from such communications by other than the intended recipients.

Public Law 86-36, enacted in 1959, provides authority to enable
the National Security Agency, as the principal agency of the Govern-
ment responsible for signals intelligence activities, to function without
the disclosure of information which would endanger the accomplish-
ment of its functions.

[P.L. 86-36 is printed on pages 425 to 426 of the appendix.]
Public Law 88-290, enacted in 1964, establishes a personnel security

system and procedures governing persons employed by the National
Security Agency or granted access to its sensitive cryptologic informa-
tion. Public Law 88-290 also delegates authority to the Secretary of
Defense to appl3; these personnel security procedures to employeesand persons granted access to NAS's sensitive information. This law
unders~dres the concern of the Congress regarding the extreme im-
portance of our signals intelligence enterprise. Most personnel security
programs of the Government, as you know, are based upon an Execu-
tive order and some upon a delegation of authority by the Congress
to the head of the Agency. In Public Law 88-290, however, the
CQngress mandated that the Secretary of Defense, 'and the Director,
National Securit Agency, take measures to achieve security for thi--
activities of the National Security Agency.

In 18 U.S.C. 2511 (3) the Congress recognized the constitutional
authority of the President to obtain by whatever means, including
the interception of oral or wire communications, foreign intelligence
information deemed essential to the security of the United States. In
this same statute the Congress also recognized the constitutional
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authority of the President to protect classified information of the
United States against foreign intelligence (including foreign com-
munications intelligence) activities. Thus, the Congress acted in
title 18, U.S.C. section 2511 (3) to recognize that the President's
constitutional powers to conduct signals intelligence and communica-
tions security activities were not limited by the statutes prohibiting
electronic surveillance.

Finally, for the past 22 years, Congress has annually appropriated
funds for the operation of NSA. Following hearings before the Armed
Services and Appropriations Committee of both Houses of Congress
in which extensive briefings of NSA's signals intelligence mission have
been conducted the Congress has provided the funds to l)ermit the
National Security Agency to perform this mission. As )reviously
noted, it has also clearly expressed its intent in legislation to ensure
maximum protection against unauthorized disclosures of NSA's
activities.

The President's constitutional and statutory authorities to obtain
foreign intelligence through signals intelligence are implemented
through National Security Council and Director of Central Intelligence
Directives which govern the conduct of signals intelligence activities
by the executive branch of the Government.

I understand that you have been provided a copy of the National
Security Council Intelligence Directive (NSCID) Eo. 6. It describes
NSA's authority within the executive branch to conduct the Nation's
Signals Intelligence operations, and, as you can see, that authority
clearly is limited to foreign intelligence operations.

I night also note that the concern of the Congress regarding NSA's
activities has not been limited merely to p)rotecting its mission. As you
know, the National Security Agency keeps the Congress informed of
its activities through the Subcomnmittees of the House and Senate
Appropriations and Armed Services Committees. We appear before
both the House and the Senate Defense.Appropriations Subcommittees
to discuss and report on the U.S. signals intelligence and coinmunica-
tions security 1)rograms, and to justify the budgetary requirements
associated with these programs. This testimony includes the activities
and dollar requirements of both the National Security Agency itself
and of the Services cryl)tologic coml)onents working with us on these
missions. We do this in formal executive session, in which we forth-
rightly discuss activities of the most sensitive natiire. In considering
the fiscal year 1976 totalfcryptologic budget now before Congress, I
appeared before the Defense Subcommittee of the House Appropria-
tions Committee on two separate occasions for approximately seven
hours. In addition, I l)rovided follow-up responses to over one hundred
questions of the subcommittee members and staff. We also appeared
before Armed Services Subcommittees concerned with authorizin g
research, development, test and evaluation (R.D.T. & E.), construc-
tion and housing programs and also before the Appropriations Sub-
commit tees on construction and housing.

In addition to this testimony, congressional oversight is accom-
plished in other ways. Staff members of these subcommittees have
periodically visited the agency for detailed briefings on specific
aspects of our operations. Recently we have also had members of the
investigations staff of the House Appropriations Committee at the
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agency for more than a year. The results of this investigation have
been provided to that committee in a detailed report.

Another feature of congressional review has been that since 1955,
representatives of the General Accounting Office have been assigned
at the agency on a permanent ba3is to perfoIm on-site audits. These
resident auditors have generally done administrative compliance
audits and report to the Comptroller General. These audits are dis-
tinguished from management type reviews which are done on the
National Security Agency by resident auditors from the Office of the
Assistant Secretary of Defense (Comptroller). In our official regula-
tions governing the General Accounting Office, we have emphasized
that the sensitivity of a particular activity should not be an obstacle
to properly cleared auditors in their review of any activity affecting
their assessment of the agency's efficiency. While two General
Accounting Office personnel are generally in residence, a number of
other General Accounting Office individuals have been given clear-
ances in preparation for undertaking substantive reviews in selected
areas. I understand that Comptroller General Staats has recently
commented favorably on our cooperation with his office.

Since 1960, the Congress has conducted no less than 11 different
major inquiries into various aspects of NSA activities or into activities
in which -NSA was a participant. These have included:

.1. Security Practices in the National Secuiity Agencv°-Defection
of Bernon F. Mitchell and William H. Martin. House Committee
on Un-American Activities. June 1960.

2. Defection of Bernon F. Mitchell and William H. Martin. House
Committee on Armed Services. June 1960.

3. Security Practicei in the NSA. House Committee on Un-American
Activities. July 1961-June 1962.

4. Investigation of Defense Agencies by Special Subcommittee on
Defense Agencies of the House Armed Services Committee. July-
August 1962.

5. Investigation of the Administration of Internal Security Act
and Other Internal Security Laws by the Senate Committee on the
Judiciary. November 1963.

6. Use of Polygraphs as Lie Detectors by the Federal Government.
House Subcommittee on Foreign Operations and Government
Information. August 1964.

7. Gulf of Tonkin-the 1964 Incident. Senate Committee on
Foreign Relations. February 1968.

8. Special House Armed Services Subcommittee on National Se-
curity Implications Arising from the Loss of the U.S.S. Puteblo and
the Navy EC 121 Aircraft. July-August 1969.
pr 9. Senate Foreign Relations Subcommittee on U.S. Security
Agrdenients and Commitments Abroad. 1970-71.

10. House Armed Services Special Subcommittee on Defense
Communications. September 1970-1971.

11. House Appropriations Committee Investigation Team. March
1975.

As you know. there are also a number of congressional reviews
ongoing at this time.

The executive branch also maintains close supervision over the
activities of the National Security Agency. Five major investigations



374

of signals intelligence have been conducted by the executive branch.
These include:

1. George A. Brownell Committee 1951-52. Recommended or-
ganization of the National Security Agency.

2. Hoover Commission Task Force on Intelligence Activities-1955.
Survey of Central Intelligence Agency and other foreign intelligence
activities.

3. Defense Ad Hoc Committee to inquire into the Use of the Poly-
graph in the Selection of Military Personnel for Conversion to Civilian
Positions at the National Security Agency- 1963.

4. Special Study Group on the U.S. Signals Intelligence (Sigint)
Effort, 1967-Eaton Committee-Executive Committee.

5. Blue Ribbon Defense Panel-July 1, 1970. Study of the organiza-
tion, structure and operations of the Department of Defense, and, of
course, there are recent investigations.

The Secretary of Defense is the executive agent for the Government
for all NSA activities. As an agency functioning within the framework
of the-Department of Defense, we are fully responsive to applicable
directives of that Department, work with the Assistant Secretary of
Defense (Intelligence) in developing our programs, and submit our
programs and budgets for departmental review. As a member of tbe
Intelligence Community, we adhere to the intelligence policies and
priorities established by the Director, Central Intelligence, are re-
sponsive to his direction;- participate in -the activities of the United
States Intelligence Board and provide our program recommendations
for his consideration and inclusion in his National Foreign Intelligence
program.

Other organizations of the executive branch concerned with the
review of the National Security Agency programs and the provision
of direction or guidance to me as program manager for signals intelli-
gence and conununications security include:

President's Foreign Intelligence Advisory Board.
The DCI Intelligence Resources Advisory Committee.
The U.S. Communications Security Board.
The Office of Management and Budget.

The Assistant Secretary of Defense (Intelligence) testimony on
Tuesday covered the basic program and budget procedure used in
the Department of Defense, and the respective roles of the Office of
Management and Budget and Intelligence Community staff of the
Director, Central Intelligence in this process. He indicated that as
Director, National Security Agency, I am the program manager for
the signals intelligence (SIGINT) and communications security
(COMESEC) efforts of the U.S. Government. In this capacity, I am
responsible for. developing a consolidated program involving my
agency and other Defense components engaged in both missions.
These program plans are developed and reviewed during the spring
of the year based on objectives and priorities set forth by the Director
of Central Intelligence and the Secr(tary of Defense and within
fiscal constraints established by the latter. The recommended pro-
gram for signals intelligence is then reviewed for the Secretary of
Defense by the Assistant Secretary of Defense (Intelligence) in the
early summer. My recommended communications security program
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is reviewed by the Defense Director of Telecommunications and
Control and Command Systems.

This program, when approved by the Secretary of Defense, is the
basis against which detailed budget estimates are developed and sub-
submitted in the fall to the Assistant Secretary of Defense (Comp-
troller) and the Office of Management and Budget. NSA and each
military department include the funds required for its part of the
program in their own request for appropriations. The budget for the
National Security Agency is carried in the appropriations of the
Defense agencies. The pay for the military personnel assigned to the
National Security Agency are budgeted by the parent department.

These budget requests are reviewed in detail by the Assistant Secre-
tary of Defense (Comptroller) and the Office of Management and
Budget. Mr. Colby's Intelligence Community Staff and the staff of the
Assistant Secretary of Defense (Intelligence) participate in the re-
view of Intelligence budget estimates. The Staff of the Director of
Telecommunications and Command and Control Systems is included
in the review of the Communications Security budget. Based on these
reviews, the approved budget requests for signals intelligence and com-
munications security are included within the Department and Agency
budgets for submission to Congress as part of the President's overall
Federal Budget.

Thus, our activities now and throughout our existence have had the
most thorough and detailed scrutiny of the DCI, the DOD, and the
Congress. The participation of both the legislative and executive
branches of the Government in the activities of NSA has been most
active and most vigorous.

In the closed session 1-will address the intelligence requirements
which are levied on NSA, and which generally are answerable without
in any way adjusting out collection activities. I will attempt to explain
NSA's role with respect to international communications, describe how
the operation is conducted, the manner in which NSA responds to a
requirement, and the disposition of requests made by other Govern-
ment agencies for information that might be generated by those
operations.

I hope this statement has been helpful to this committee in under-
standing the nature of NSA's operations. I would like to emphasize
that the signals intelligence and communications security activities
of our Government are uniquely vulnerable to compromise, and that the
effects of unauthorized or unwise revelations concerning those opera-
tions are often very far reaching and prejudicial to our national inter-
ests. In May 1974, Mr. McGeorge Bundy in his testimony before the
Senate Subcommittee on Government Operations identified the inter-
cept of electronic transmissions as one of six activities which he be-
lieved constituted "real secrets." I agree with that assessment. Even
small compromises in our interrelated protective and intelligence
mechanisms make it possible for foreign governments to institute
countermeasures that can dramatically reduce our effectiveness. Such
countermeasures could bring to naught our communication security
efforts, or deny access to information sorely needed for national secu-
rity purposes. Indeed, this already has happened in several cases when
unfortunate and unauthorized disclosures have been made with
damaging effect.

That concludes my prepared statement. I would be pleased to try
to answer any questions the committee may wish to put to me.
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Chairman PIKE. Thank you very much, General Allen. I think
one of the problems that the intelligence agencies have is when yott
say that your operation is one of six real secrets. I would incline to,
agree with you, if it were not for the fact that so much of what is
happening in America is classified as Top Secret. We just drown in
things labeled National Security and Top Secret.

How many different agencies of the Government are authorized
sources for requiring the use of your system?

General ALLEN. Our requirements do need to come through the
United States Intelligence Board, and the Director of Central Intel-
ligence, as the chairman of that board, has several other agencies of
government as advisory to him.

Chairman PIKE. How -may different agencies of government can
use your collection system?

General ALLEN. I don't know the answer in terms of numbers,
but it's essentially all agencies of government who have an established
need and- who have established appropriate security procedures to
receive it.

Chairman PIKE. Does your system intercept the telephone calls
of American citizens?

General ALLEN. I would believe that I can give a satisfactory
answer to that question which will relieve the committee's concern
on that matter in closed session.

Mr. MCCLORY. Will the chairman yield?
Chairman PIKE. Yes, I yield.
Mr. MCCLORY. Mr. Chairman, here you have asked about three

or four questions now. We get into the area where it seems that we-
are going to get the information only in closed session. I have several
questions. I am sure that the General will be unable to answer them.

I think it would be much more productive to our hearing, we would
get much more information if we could proceed in a more direct way,
if we resolve ourselves now into executive session, and I so move.-

Chairman PIKE. I would like to be heard a little bit on the motion
before we vote on it. Are you telling us, General Allen, that you
can't even tell us in open session yes or -no, whether the National
Security Ag~heyintu-cepts the telephone conversations of American
citizens in America?

General ALLEN. Sir, I believe that a discussion of our operations
is properly held in closed session, and that in closed session I can
describe to you the methods of operation and the protection of the
fundamental rights of American citizens which are afforded, and that
to give you a "yes" or "no" angrver or to attempt to describe that
in open session would be a disservice to the- -

Chairman PIKE. General Allen, recently-in fact two months ago,
June of this year-there was a decision by the U.S. Court of Appeals
for the District of Columbia Circuit which said that even for national
security purposes wiretaps would not be permitted without a court
order. Do you feel your operation to be somehow exempt from that
decision?

IThe case referred to is Zweibon v. Mitchell, 363 F. Supp. 936 (1975).]
General ALLEN. Mr. Banner, my General Counsel.
Mr. BANNER. Are you referring to what decision, sir?
Chairman PIKE. Sweibon versus Mitchell.
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Mr. BANNER. That case holds in essence that before the United
States can conduct an interception

Chairman PIKE. I know what the case holds. I have it here.
Mr. BANNER. The answer to your question, sir, is that we believe

that holding does not have any effect upon the conduct of our opera-
tions solely for foreign intelligence purposes.

- Chairman PIKE. But does it have any bearing on American citizens
making phone calls from America?

Mr. BANNER. Yes, the case does where the call, communication, is a
domestic communication.

Chairman PIKE. Where it is a domestic communication?
Mr. BANNER. Yes.
Chairman PIKE. Would it affect an American citizen making a phone

call overseas?
Mr. BANNER. No, sir, it would not in my judgment.
Chairman PIKE. In other words, you think that although wiretaps

are prohibited by that law, intercepting telephone calls by American
citizens heading overseas is not prohibited by that decision?

Mr. BANNER. That's correct, sir.
Chairman PIKE. Did the President of the United States say to the

Justice Department that they would abide by that decision?
Mr. BANNER. Yes, sir.
Chairman PIKE. And are you telling us that the President of the

-United States somehow advised the NSA that it need not abide by
that decision?

Mr. BANNER. Our view is, Mr. Chairman, that that decision does
not affect the communications intelligence operations which are
exclusively for foreign intelligence purposes, of foreign communica-
tions.

Chairman PIKE. The President as far as was reported in the news-
paper said that even if foreign affairs or national security matters are
involved, the Department of Justice was to abide by that Federal
Court ruling. You are saying that although the Department of Justice
must do that, the Natignal Security Agency need not. Is that your
position?

Mr. BANNER. No, that is not, Mr. Chairman. I am saying that the
decision relates solely to the internal communications inside the
United States, and the holding of the case is that before the United
States can intercept the communications, internal communications,
that it must- establish a connection with a foreign power. The activities
of The National Security Agency are to obtain foreign intelligence
information only, and they are involved with foreign communications
only, not internal communications.

Chairman PIKE. Is the committee ready to vote on Mr. McClory's
motion?

The clerk will call the roll.
The CLERK. Mr. Dellums.
Mr. DELLUMS. No.
The CLERK. Mr. Murphy.-
Mr. MURPHY. Aye.
The CLERK. Mr. Aspin.
Mr. ASPIN. Aie.
The CLERK. Mr. Hayes.
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Mr. HAyES. Aye.
The CLERK. Mr. Lehman.
Mr. LEHMAN. No.
The CLERK. Mr. McClory.
Mr. MCCLORY. Aye.
The CLERK. Mr. Kasten.
Mr. KASTEN. Aye.
The CLERK. Mr. Johnson.
Mr. JOHNSON. No.
The CLERK. Mr. Pike.
Chairman PIKE. Aye.
By a vote of 6 to 3, the committee will resolve itself into executive.

The room will be cleared and swept and whatever else is necessary
to satisfy the witnesses.

[Whereupon, at 10:45 a.m., the committee proceeded into executive
session.]
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CENTRAL INTELLIGENCE AGENCY
WASHINGTON.D.C. 20505

8 OCT 195

Mr. A. Searle Field
Staff Director
Select Committee on Intelligence
United States House of Representatives
Washington, D. C. 20515

Dear Mr. Field:

Enclosed are a number of unclassified charts and
diagrams responding to the request Congressman Milford
made to Mr. Colby for additional materials concerning the
U. S. foreign intelligene community for his use as a member
of the House Select Committee on Intelligence.

The enclosure includes:

TAB A. National Intelligence, a chart showing
the organizations involved in decisions concerning
policy, programs and resources.

TAB B. National Intelligence Community Structure,
a chart indicating the organizations involved, with indication
as to those over which the Director of Central Intelligence
has directive authority and those to which he provides
recommendations, guidance and advice.

TAB C. National Foreign Intelligence Community
Structure, a chart which includes indication as to the
composition of the United States Intelligence Board and the
Intelligence Resources Advisory Committee.

TAB D. Foreign Intelligence Community Structure,
a chart which indicates the elements involved with policy,
evaluation, requirements and estimates, resources, and
implementation.

LI,# eistJ
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TAB E. National Intelligence Officers.

TAB F. Intelligence Community Staff Organization.

TAB G. Intelligence Community Staff Functions.

TAB H. Central Intelligence Agency.

TAB I. CA Functions.

TAB J. Defense Intelligence Community.

Sincerely,

(cE. Thomas
Majb.rJeneral, USAF (Ret.)

Chief, Coordination Staff, ICS

Enclosures:
A s stated

-2-
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TAB E
NATIONAL INTELLIGENCE OFFICERS

George A. Carver Jr

Deputy to the DC I for National Intelligence Officers

GEOGRAPHIC OFFICERS:

Soviet Union and Eastern Europe South and Southeast Asia

Western Europe Middle East

China Latin America

Japan and the Pacific Area

TOPICAL OFFICERS
Strategic Programs

Coventional Forces
Economics and Energy



Intelligence Community Staff Organization

I~~UIBIA Sertra Deputy to Director of'-' UIComteChren

UI/RCS reaitCentral Intelligence/ i I Comte Ch

Intelligence Community

EPrincipal Deputy

for Planning

Coordination Staff

TAB F



Intelligence Com munity Staff Functions

1. COMMUNE Y ORGANIZATIONS
(chair, staff, interface)

2. COMMUNITY PLANNING
(organize, control, orchestrate)

3. COMMUNITY LEADERSHIP
(direct, coordinate, procedures)

4. COMMUNITY RESOURCES
(allocate, manage)

5. COMMUNITY PERFORMANCE
(evaluate, review, improve)

TAB G



The Central Intelligence Agency

TAB HI
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TAB I
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DEFENSE INTELLIGENCE COMMUNITY
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Orgr;iza'ion and Functions of the
Internal Revenue Service

Exhibit 1113-4

Organization of the Office of Assistant Commissioner
(Compliance)

MT 1100-165 (9-17-75) IR Manual
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Organization and Functions of the
Internal Revenue Service
Exhibit 1113-4-.-Cont.

Organization of the Office of Assistant Commissioner

(Compliance)

MT 1100-164 (8-14-75) IR Manual
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Organization and Functions of the Internal Revenue
Service

Exhibit 1113-6

Organization of the Office of Assistant Commissioner
(Inspection)

Internal Security
Division

I
Regional Inspector

17)

MT 1100-154 (1-30-75) IR Manual

I
Internal Audit

Division
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Appendix II.- Relevant statutes and related materials.

Part A.-National Security Act of 1947, as amended.

NATIONAL SECURITY ACT OF 1947,
as amended

(61 Stat. 495, P.L. 80-253, July 26, 1947;'
63 Stat. 578, P.L. 81-216, August 10, 1949;
65 Stat. 373, P.L. 82-165, October 10, 1951;
67 Stat. 19, P.L. 83-15, April 4, 1953;
68 Stat. 1226, P.L. 83-779, September 3, 1954;
70A Stat. 679, P.L. 84-1028, August 10, 1956;
78 Stat. 484, P.L. 88-448, August 10, 1.54)

TITLE I-COORDINATION FOR NATIONAL SECURITY

NATIONAL SECURITY COUNCIL

S OroN 101. (a) There is established a council to be kmown as the
National Security Council 2 (hereinafter in this section referred U. 50US.C.A.
to as the "Council"). 402( )

The President of the United States shall preside over meetings
of the Council: Provided, That in his absence be may designate a
member of the Council to preside in his place.

The function of the Council shall be to advise the President
with respect to the integration of domestic, foreign, and military
policies relating to the national security so as to enable the mili-
tary services and the other departments and agencies of the Gov-
ernment to cooperate more effectively in matters involving the
national security.

The Council shall be composed of-

(1) the President;
(2) the Vice President; 4

(3) the Secretary of State;
(4) the Secretary of Defense;
(5) the Director for Mutual Security [now abolished]; 5

(6) the Chairman of the National Security Resources Board
[now the Director of the Office of Emergency Pre-
paredness];6 and

(7) the Secretaries and Under Secretaries of other executive
departments and of the military departments,? the chair-
man of the Munitions Board [now abolished]; 8 and the
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Chairman of the Research and Development Board
[now abolished], 9 when appointed by the President by
and with the advice and consent of the Senate, to serve
at his pleasure.10

CENTRAL INTELLIGENCE AGENCY-

50 SEC. 102. (a) There is established under the National SecurityU..A.

4w Council a Central Intelligence Agency with a Director of Central In-
telligence 1 1 who shall be the head thereof, and with a Deputy Direc-
tor of Central Intelligence 2 lwho shall act for, and exercise the
powers of, the Director during his absence or disability. The Direc-
tor 18 and the Deputy Director 1 ,shall be appointed by the President,
by and with the advice and consent of the Senate, from among the
commissioned officers of the armed services, whether in an active or
retired status, or from among individuals in civilian life: Provided,
however, That at no time shall the two positions of the Director
and Deputy Director be occupied simultaneously by commissioned
officers of the armed services, whether in an active or retired
status.15

(b) (1) If a commissioned officer of the armed services is ap-
pointed as Director, or Deputy Director, then-

(A) in the performance of his duties as Director, or Deputy
Director, he shall be subject to no supervision, control, restriction,
or prohibition (military or otherwise) other than would be opera-
tive with respect to him if he were a civilian in no way connected
with the Department of the Army, the Department of the Navy,
the Department of the Air Force, or the armed services or any
component thereof; and

(B) he shall not possess or exercise any supervision, control,
powers, or functions (other than such as he possesses, or is au-
thorized or directed to exercise, as Director, or Deputy Director)
with respect to the armed services or any component thereof, the
Department of the Army, the Department of the Navy, or the
Department of the Air Force, or any branch, bureau, unit, or divi-
sion thereof, or with respect to any of the personnel (military or
civilian) of any of the foregoing.

(2) Except as provided in paragraph (1) of this subsection, the
appointment to the office of Director, or Deputy Director, of a
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commissioned officer of the armed services, and his acceptance of
and service in such office, shall in no way affect any status, office,
rank, or grade he may occupy or hold in the armed services, or any
emolument, perquisite, right, privilege, or benefit incident to or
arising out of any such status, -office, rank, or grade. Any such
commissioned officer shall, while serving in the office of Director,
or Deputy Director, continue to hold rank and grade not lower
than that in which serving at the time of his appointment and to
receive the military pay and allowances (active or retired, as the
case may be, including personal money allowance) payable to a
commissioned officer of his grade and length of service for which
the appropriate department shall be reimbursed from any funds
available to defray the expenses of the Central Intelligence Agency.
He also shall be paid by the Central Intelligence Agency from
such funds an annual compensation at a rate equal to the amount
by which the compensation established for such position exceeds
the amount of his annual military pay and allowances."6

(3) The rank or grade of any such commissioned officer shall,
during the period in which such commissioned officer occupies the
office of Director of Central Intelligence, or Deputy Director of
Central Intelligence, be in addition to the numbers and percentages
otherwise authorized and appropriated for the armed service of
which he is a member.17

(c) Notwithstanding the provisions of section 652 [now 7501]
of Title 5,18 or the provisions of any other law, the Director of
Central Intelligence may, in his discretion, terminate the employ-
ment of any officer or employee of the Agency whenever he shall
deem such termination necessary or advisable in the interests of
the United States,19 but such termination shall not affect the right
of such officer or employee to seek or accept employment in any
other department or agency of the Government if declared eligible
for such employment by the United States Civil Service Commis-
sion.

(d) For the purpose of coordinating the intelligence activities
of the several Government departments and agencies in the interest
of national security, it shall be the duty of the Agency, under
the direction of the National Security Council-- 20
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(1) to advise the National Security Council in matters con-
cerning such intelligence activities of the Government departments
and agencies as relate to national security;

(2) to make recommendations to the National Security Council
for the coordination of such intelligence activities of the depart-
ments and agencies of the Government as relate to the national
security;

(3) to correlate and evaluate intelligence relating to the na-
tional security, and provide for the appropriate dissemination of
such intelligence within the Government using where appropriate
existing agencies and facilities: Provided, That the Agency shall
have no police, subpoena, law-enforcement powers, or internal-
security functions: Provided further, That the departments and
other agencies of the Government shall continue to collect, evaluate,
correlate, and disseminate departmental intelligence: And provided
further, That the Director of Central Inteiligence shall be respon
sible for protecting intelligence sources and 'methods from unau-
thorized disclosure;2 1

(4) to perform, for the benefit of the existing intelligence agen-
cies, such additional services of common concern as the National
Security Council determines can be more efficiently accomplished
centrally;

(5) to perform such other functions and duties related to in-
telligence affecting the national security as the National Security
Council may from time to time direct.

(e) To the extent recommended by the National Security Coun-
cil and approved by the President, such intelligence of the de-
partments and agencies of the Government, except as hereinafter
provided, relating to the national security shall be open to the
inspection of the Director of Central Intelligence, and such in-
telligence as relates to the national security and is possessed by
such departments and other agencies of the Government, except
as hereinafter provided, shall be made available to the Director
of Central Intelligence for correlation, evaluation, and dissemi-
nation: Provided, however, That upon the written request of the
Director of Central Intelligence, the Director of the Federal Bureau
of Investigation shall make available to the Director of Central
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Intelligence such information for correlation, evaluation, and dis-
semination as may be essential to the national security.

(f) Effective when the Director first appointed under sub-
section (a) of this section has taken office--

(1) the National Intelligence Authority (11 Fed. Reg. 1337,
1339, February 5, 1946)22 shall cease to exist; and

(2) the personnel, property, and records of the Central Intelli-
gence Group are transferred to the Central Intelligence Agency,
and such Group shall cease to exist.22 A Any unexpended balances of
appropriations, allocations, or other funds available or authorized
to be made available for such Group shall be available and
shall be authorized to be made available in like manner for
expenditure by the Agency.28

TITLE Ill-MISCELLANEOUS

ADVISORY COMMITTEES AND PERSONNEL

SEC. 303. (a) The Secretary of Defense,24 the Director of the
Office of Defense Mobilization [now abolished], 25 the Direc-
tor of Central Intelligence, and the National Security Council,
acting through its Executive Secretary,28 are authorized to appoint u.s.c.
such advisory committees and to employ, consistent with other 40s
provisions of sections 171-171n, 172-172j, 181-1, 182-1, 411a, 411b,
and 626-626d of Title 5,2T and sections 401-403, 404, and 405 of this
title,28 such part-time advisory personnel2 9 as they may deem
necessary in carrying out their respective functions and the func-
tions of agencies under their control. Persons holding other offices
or positions under the United States for which they receive com-
pensation, while serving as members of such committees, shall
receive no additional compensation for such service. Other members
of such committees and other part-time advisory personnel so em-
ployed may serve without compensation or may receive compen-
sation at a rate not to exceed $50 30 for each day of service, as
determined by the appointing authority.

(b) Service of an individual as a member of any such advisory
committee, or in any other part-time capacity for a department
or agency hereunder, shall not be considered as service bringing
such individual within the provisions of sections 281 [now 203],
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283 [now 205], or 284 (now 207] of Title 18,31 unless the act of
such individual, which by such section is made unlawful when
performed by an individual referred to in such section, is with
respect to any particular matter which directly involves a de-
partment or agency which such person is advising or in which such
department or agency is directly interested.

EFFECTIVE DATE

SEc. 310. (a) The first sentence of section 202(a) and sec-
tions 1, 2, 307, 308, 309, and 310 shall take effect immediately
upon the enactment of this Act.

(b) Except as provided in subsection (a), the provisions of
this Act shall take effect on whichever "of the following days is
the earlier: The day after the day upon which the Secretary of
Defense first appointed takes office, or the sixtieth day after the
date of the enactment of this Act.32
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Part B.-Central Intelligence Act of 1949, as amended.

CENTRAL INTELLIGENCE AGENCY ACT OF 1949,
as amended

(63 Stat. 208, P.L. 81-110, June 20, 1949;"
64 Stat. 450, P.L. 81-697, August 16, 1950;
65 Stat. 89, P.L. 82-53, June 26, 1951;
68 Stat. 1105, P.L. 83-763, September 1, 1954;
72 Stat. 327, P.L. 85-507, July 7, 1958;
74 Stat. 792, P.L. 86-707, September 6, 1960;
78 Stat. 484, P.L. 88-448, August 19, 1964)

AN ACT

To provide for the )administration of the Central Intelligence Agency,
established pursuant to section 102, National Security Act of 1947, and for
other purposes.

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled,

DEFINITIONS

SEcTION 1. When used in sections 403b-403j of this title,2 the
term-

(a) "Agency" means the Central Intelligence Agency;
(b) "Director" means the Director of Central Intelligence;
(c) "Government agency" means any executive department, com-

mission, council, independent establishment, corporation wholly U.So.A.

or partly owned by the United States which is an instrumentality of 40a.

the United States, board, bureau, division, service, office, officer,
authority, administration, or other establishment, in the executive
branch of the Government.3

SEAL OF OFFICE

SEC. 2. The Director of Central Intelligence shall cause a
seal of office to be made for the Central Intelligence Agency, of uo

such design as the President shall approve,' and judicial notice 403b
shall be taken thereof.

PROCUREMENT AUTHORITIES

SEC. 3. (a) In the performance of its functions the Central
Intelligence Agency is authorized to exercise the authorities con-
tained in sections [2(c)(1), (2), (3), (4), (5), (6), (10), (12), 50
(15),.(17)," and sections 3, 4, 5, 6, and 106 of the Armed Services 4oc.
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Procurement Act of 1947 (Public Law 413, Eightieth Congress,
second session) ].1

(b) In the exercise of the authorities granted in subsection (a)
of this section, the term "Agency head" shall mean the Director,
the Deputy Director, or the Executive of the Agency.S

(c) The determinations and decisions provided in subsection
(a) of this section to be made by the Agency head* may be made
with respect to individual purchases and contracts or with respect
to classes of purchases or contracts, and shall be final. Except as
provided in subsection- (d) of this section, the Agency head is
authorized to delegate his powers provided in this section, in-
cluding the making of such determinations and decisions, in his
discretion and subject to his direction, to any other officer or
officers or officials of the Agency.' -

(d) The power of the Agency head to make the determinations or
decisions specified in [paragraphs (12) and (15) of section 2 (c) and
section 5 (a) of the Armed Services Procurement Act of 1947]10 shall
not be delegable. Each determination or decision required by [para-
graphs (12) and (15) of section 2 (c), by section 4 or by section 5 (a)
of the Armed Services Procurement Act of 1947]," shall be based
upon written findings made by the official making such determina-
tioii , which findings shall be final and shall be available within
the Agency for a period of at least six years following the date of
the determination.

TRAVEL, ALLOWANCES, AND RELATED EXPENSES

SEC. 4.12 Under such regulations as the Director may prescribe,
U..A, the Agency, with respect-to its officers and employees assigned to

403e. duty stations 13 outside the several states of the United States of

America, excluding Alaska and Hawaii, but including the District of
Columbia,14 shall-

.(1) (A) pay the travel 15 expenses of officers and employees of
the Agency, including expenses incurred while traveling pursuant
to authorized 16 home leave;

(B) pay the travel expenses of members of the family of an officer
or employee of the Agency when proceeding to or returning from
his post of duty; accompanying him on authorized home leave; or
otherwise traveling in accordance with authority granted pursuant
to the terms of sections 403a-403j 17 of this title or any other Act;

(C) pay the cost of transporting the furniture and household and
personal effects of an officer or employee of the Agency to his suc-
cessive posts of duty and, on the termination of his services, to his
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residence at time of appointment or to a point not more distant, or,
upon retirement, to the place- where he will reside;

(D) pay the cost of packing and unpacking, transporting to and
from a place of storage, and storing the furniture and household
and personal effects 18 of an officer or employee of the Agency,
when he is absent from his post of assignment under orders, or
when he is assigned to a post to which he cannot take or at which
he is unable to use such furniture and household and personal
effects, or when it is in the public interest or more economical to
authorize storage; but in no instance shall the weight or volume of
the effects stored together with the weight or volume of the effects
transported exceed the maximum limitations fixed by regulations, 9

when not otherwise fixed by law;20

(E) pay the cost of packing and unpacking, transporting to and
from a place of storage, and storing the furniture and household
and personal effects of an officer or employee of the Agency in
connection with assignment or transfer to a new post, from the date
of his departure from his last post or from the date of his departure
from his place of residence in the case of a new officer or employee
and for not to exceed three months after arrival at the new post,
or until the establishment of residence quarters, whichever shall be
shorter; and in connection with separation of an officer or employee
of the Agency, the cost of packing and unpacking, transporting to
and from a place of storage, and storing for a period not to exceed
three months, his furniture and household and personal effects; but
in no instance shall the weight or volume of the effects stored to-
gether with the weight or volume of the effects transported ex-
ceed the maximum limitations fixed by regulations, 21 when not
otherwise fixed by law;22

(F) pay the travel expenses and transportation costs incident to
the removal of the members of the family of an officer or employee
of the Agency and his furniture and household and personal effects,
including automobiles, from a post at which, because of the prev-
alence of disturbed conditions, there is imminent danger to life and
property, and the return of such persons, furniture, and effects to
such post upon the cessation of such conditions; or to such other
post as may in the meantime have become the post to which such
officer or employee has been assigned.

(2) Charge expenses in connection with travel of personnel, their
dependents, and transportation of their household goods and per-
sonal dIfects, involving a change of permanent station, to the ap-
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propriation for the fiscal year current when any part of either the
travel or transportation pertaining to the transfer begins pursuant
to previously issued travel and transfer orders, notwithstanding the
fact that such travel or transportation may not all be effected during
such fiscal year, or the travel and transfer orders may have been
issued during the prior fiscal year.

(3) (A) Order to any of the several States of the United States of
America (including the District of Columbia, the Commonwealth of
Puerto Rico, and any territory or possession of the United States)
on leave of absence each officer or employee of the Agency who
was a resident of the United States (as described above) at time of
employment, upon completion of two years' continuous service
abroad, or as soon as possible thereafter.2 3

(B) While in the United States (as described in paragraph (3)
(A) of this section) on leave, the service of any officer or employee
shall be available for work or duties in the Agency or elsewhere as
the Director may prescribe; and the time of such work or duty
shall not be counted as leave.24

(C) Where an officer or employee on leave returns to the United
States (as described in paragraph (3) (A) of this section), leave of
absence granted shall be exclusive of the time actually and neces-
sarily occupied in going to and from the United States (as so
described) and such time as may be necessarily occupied in awaiting
transportation.2

5

(4) Notwithstanding the provisions of any other law, transport
for or on behalf of an officer or employee of the Agency, a privately
owned motor vehicle in any case in which it shall be determined
that water, rail, or air transportation of the motor vehicle is neces-
sary or expedient for all or any part of the distance between points
of origin and destination, and pay the costs of such transportation.
Not more than one motor vehicle of any officer or employee of the
Agency may be transported under authority of this paragraph during
any four-year period, except that, as a replacement for such motor
vehicle, one additional motor vehicle of any such officer or em-
ployee may be so transported during such period upon approval,
in advance, by the Director and upon a determination, in advance,
by the Director that such replacement is necessary for reasons
beyond the control of the officer or employee and is in the interest
of the Government. After the expiration of a period of four years
following the date of transportation under authority of this para-
graph of a privately owned motor vehicle of any officer or employee
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who has remained in continuous service outside the several States
of the United States of America, excluding Alaska and Hawaii, but
including the District of Columbia, during such period, the trans-
portation of a replacement for such motor vehicle for such officer
or employee may be authorized by the Director In accordance with
this paragraph.28

(5) (A) In the event of illness or injury requiring the hospitaliza-
tion of an officer or full time employee of the Agency, not the result
of vicious habits, intemperance, or misconduct on his part, incurred
while on assignment abroad, in a locality where there does not exist
a suitable hospital or clinic, pay the travel expenses of such officer
or employee by whatever means he shall deem appropriate and
without regard to the Standardized Government Travel Regulations
and section 73b [now section 5731 (a)] of Title 5,2? to the nearest
locality where a suitable hospital or clinic exists and on his recovery
pay for the travel expenses of his return to his post of duty. If the
officer or employee is too ill to travel unattended, the Director may
also pay the travel expenses of an attendant;

(B) Establish a first-aid station and provide for the services of a
nurse at a post at which, in his opinion, sufficient personnel is em-
ployed to warrant such a station: Provided, That, in his opinion, it
is not feasible to utilize an existing facility;

(C) In the event of illness or injury requiring hospitalization of
an officer or full time employee of the Agency, not the result of
vicious habits, intemperance, or misconduct on his part, incurred
in the line of duty while such person is assigned abroad, pay for
the cost of the treatment of such illness or injury at a suitable
hospital or clinic;

(D) Provide for the periodic physical examination of officers and
employees of the Agency and for the cost of administering inocula-
tions or vaccinations to such officers or employees.

(6) Pay the costs of preparing and transporting the remains of an
officer or employee of the Agency or a member of his family who
may die while in travel status or abroad, to his home or official
station, or to such other place as the Director may determine to be
the appropriate place of interment, provided that in no case shall
the expense payable be greater than the amount which would have
been payable had the destination been the home or official station.

(7) Pay the costs of travel of new appointees and their depend-
ents, and the transportation of their household goods and personal
effects, from places of actual residence in foreign countries at time
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of appointment to places of employment and return to their actud
residences at the time of appointment or a point not more distant:
Provided, That such appointees agree in writing to remain with the
United States Government for a period of not less than twelve
months from the time of appointment.

Violation of such agreement for personal convenience of an em-
ployee or because of separation for misconduct will bar such return
payments and, if determined by the Director or his designee to be
in the best interests of the United States, any money expended by
the United States on account of such travel and transportation shall
be considered as a debt due by the individual concerned to the
United States.28

GENERAL AUTHORITIES

F§EC. 5. In the performance of its functions, the Central Inteli-
gence Agency is authorized to 21_

(a) Transfer to and receive from other Government agencies such 50
sums as may be approved by the Bureau of the Budget,30 for the 403.
performance of any of the functions or activities authorized under
sections 403 and 405 of this title,31 and any other Government
agency is authorized to transfer to or receive from the Agency such
sums without regard to any provisions of law limiting or prohibiting
transfers between appropriations. Sums transferred to the Agency in
accordance with this paragraph may be expended for the purposes
and under the authority of sections 403a-403j of this title 3 2 without
regard to limitations of appropriations from which transferred;

(b) Exchange funds without regard to section 543 of Title 31;33
(c) Reimburse other Government agencies for services of per-

sonnel assigned to the Agency, and such other Government agencies
are authorized, without regard to provisions of law to the
contrary, so to assign or detail any officer; or employee for duty
with the Agency;

(d) Authorize couriers and guards designated by the Director to
carry firearms when engaged in transportation of confidential docu-
ments and materials affecting the national defense and security;

(e) Make alterations, improvements, and repairs on premises
rented by the Agency, and pay rent therefor without regard .to
limitations on expenditures contained in the Act of June 30, 1932,
as amended:34 Provided, That in each case the Director shall certify
that exception from such limitations is necessary to the successful
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performance of the Agency's functions or to the security of its
activities.8 5

so SEc. 6. In the interests of the - security of the foreign inteffi-U.S.C.A.

403g. gence activities of the United States and in order further to
implement the proviso of section 403(d)(3) of this titles that the
Director of Central Intelligence shall be responsible for protecting
intelligence sources and methods from unauthorized disclosure, the
Agency shall be exempted from the provisions of section 654 of
Title 5,3T and the provisions of any other law which require the
publication or disclosure of the organization, functions, names,
official titles, salaries, or numbers of personnel employed by the
Agency: Provided, That in furtherance of this section, the Director
of the Bureau of the Budget shall make no reports to the Congress
in connection with the Agency under section 947(b) of Title 5.38

so SEc. 7. Whenever the Director, the Attorney General, and
403h. the Commissioner of Immigration shall determine that the entry

of a particular alien into the United States for permanent residence
is in the interest of national security or essential to the furtherance
of the national intelligence mission, such alien and his immediate
family shall be given entry into the United States for permanent
residence without regard to their inadmissibility under the immi-
gration or any other laws and regulations," or to the failure to
comply with such laws and regulations pertaining to admissibility:
Provided, That the number of aliens and members of their imme-
diate families entering the United States under the authority of this
section shall in no case exceed one hundred persons in any one
fiscal year.4 0

APPROPRIATIONS
US. Ec. 8. (a) Notwithstanding any other provisions of law, sums

U.S.C.A.
403J. made available to the Agency by appropriation or otherwise may be

expended for purposes necessary to carry out its functions,41

including-
(1) personal services, including personal services without regard

-to limitations on types of persons to be employed, and rent at the
seat of government and elsewhere; health-service programs as au-
thorized by section 150 [now section 7901] of Title 5;42 rental of
news-reporting services; purchase or rental and operation of photo-
graphic, reproduction, cryptographic, duplication and printing ma-
chines, equipment and devices, and radio-receiving and radio-send-
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ing equipment and devices, including telegraph and teletype
equipment; purchase, maintenance, operation, repair, and hire of
passenger motor vehicles, and aircraft, and vessels of all kinds;
subject to policies established by the Director, transportation of
officers and employees of the Agency in Government-owned auto-
motive equipment between their domiciles and places of employ-
ment, where such personnel are engaged in vork which makes such
transportation necessary, and transportation in such equipment, to
and from school, of children of Agency personnel who have quarters
for themselves and their families at isolated stations outside the
continental United States where adequate public or private trans-
portation is not available; printing and binding; purchase, mainte-
nance, and cleaning of firearms, including purchase, storage, and
maintenance of ammunition; subject to policies established by the
Director, expenses of travel in connection with, and expenses inci-
dent to attendance at meetings of professional, technical, scientific,
and other similar organizations when such attendance would be
a benefit in the conduct of the work of the Agency; association and
library dues; payment of premiums or costs of surety bonds for
officers or employees without regard to the provisions of section 14
of Title 6;43 payment of claims pursuant to Title 28; acquisition of
necessary land and the clearing of such land; construction of build-
ings and facilities without regard to sections 259 and 267 of Title
40;44 repair, rental, operation, and maintenance of buildings, utili-
ties, facilities, and appurtenances; and

(2) supplies, equipment, and personnel and contractual services
otherwise authorized by law and regulations, when approved by the
Director.45

(b) The sums made available to the Agency may be expended
without regard to the provisions of law and regulations relating to
the expenditure of Government funds; 46 and for objects of a con-
fidential, extraordinary, or emergency nature, such expenditures to
be accounted for solely on the certificate of the Director 47 and
every such certificate shall be deemed a sufficient voucher for the
amount therein certified.48

SEPARABILITY OF PROVISIONS

SEC. 9.40 If any provision of this Act, or the application of
such provision to any person or circumstances, is held invalid, the
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remainder of this Act or the application of such provision to persons
or circumstances other than those as to which it is held invalid, shall
not be affected thereby.

SHORT TITLE

SEC. 10. This Act may be cited as the "Central Intelligence
Agency Act of 1949."

Approved June 20, 1949.
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Part B(i)

CENTRAL INTELLIGENCE AGENCY
WASHINGTON,D.C. 20505

4 November 1975

Mr. A. Searle Field
S taff Director
Select Committee on Intelligence
U.S. House of Representatives
Washington, D.C. 20515

Dear Mr. Field:

In response to your request of 26 August 1975 for the opinion of this
Agency as to whether Section.6 of the Central Intelligence Agency Act of
1949 provides a statutory basis for denying access to some CIA records and
materials to members of Congress or officials of the Government Accounting
Office (GAO), I am transmitting herewith the opinion of this Agency. In
the study attached hereto entitled Legal Effect of Section 6 of the Central
Intelligence Agency Act of 1949. as Amended, we conclude that under
certain conditions that section does provide a statutory basis for such denial.

If I can provide -further information regarding this subject, please
advise.

Sincerely,

( John S. Warner
General Counsel

Enclosure
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28 October 1975

MEMORANDUM OF LAW

SUBJECT: Legal Effect of Section 6 of the Central Intelligence Agency
Act of 1949, as Amended

1. The question has been asked whether Section 6 of the Central
Intelligence Agency Act of 1949, as amended, (50 U.S.C. 403g) "in and of
itself and without regard to any other provision of law, provides a statutory
basis for denying access to some CIA records and materials to members of
Congress or officials of the G.A.O." For the reasons outlined below, it is
the opinion of the Central Intelligence Agency that under certain conditions
that section does provide a statutory basis for such dennial.

2. While it was specifically excluded from this memorandum because
of the narrow scope of the question being asked, it should be recognized that
other provisions of the National Security Act of 1947, as amended, and the
Central Intelligence Agency Act of 1949, as amended, may provide a statutory
basis for denying access to certain CIA records. For example, records
relating to certain appropriations and expenditures may be denied based on
the authorities found in Section 8 of the Central Intelligence Act of 1949.

3. Section 6 states:

In the interests of the security of the foreign intelligence
activities of the United States and in order further to
implement the proviso of section 403(d) (3) of this title
that the Director of Central Intelligence shall be responsible
for protecting intelligence sources and methods from
unauthorized disclosure, the Agency shall be exempted
from the provisions of section 654 of Title 5, and the
provisions of any other law which require the publication
or disclosure of the organization, functions, names, official
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titles, salaries. or number. ' of personnel or: uIcyed by the
Agency: Provided, That in "-irt-.erar.ce of this section. the
Director of the Bureau of the Budget shall make no reports
to the Congress in connection %vith the Agency under
section 947(b) of Title 5.

4. The section has a significant historical background. As indicated in
the section itself, its purpose is two-fold; first, it is "in the interests of the
security of the foreign intelligence activities of the United States." and second,
it is "in order further to implement the proviso of section 403(d)(3) of this
title (Title 50 of the United States Code) ." An examination of the background
of the third proviso of Section 102(d)(3) of the Naticnal Security Act of 1947, as
amended, (50 U.S.C. 403(d)(3)) is helpful in a complete analysis of 50 U.S.C.
403g.

5. The third proviso of section 102(d)(3) of the National Security Act
of 1947. as amended, provides "That the Director of Central Intelligence
shall be responsible for protecting intelligence sources and methods from
unauthorized disclosure." This language derived from the Presidential
Directive of 22 January 1946 which established the Central Intelligence
Group and which provided in section 10 of that Directive, "In the conduct
of their activities the National Intelligence Authority and the Director of
Central Intelligence shall be responsible for fully protecting intelligence
sources and methods."

6. Thehistory of section 10 turns primarily on the opposition of the
military intelligence services to central coordination of intelligence
activities by a civilian agency and in particular to section 5 of the
Presidential Directive, which read, "Such intelligence received by the
National Intelligence Authority shall be freely available to the Director of
Central Intelligence for correlation, evaluation or dissemination. To the
extent approved by the National Intelligence Authority, the operations of
said intelligence agencies shall be open to inspection by the Director of
Central Intelligence in connection with planning functions." The military
intelligence services were much concerned that their clandestine activities
and sensitive sources would be compromised if revealed to what they
considered an organization not experienced in security matters. They
thereupon proposed the wording of section 10 for the purpose of assuring
that the Director of Central Intelligence would have a responsibility for
protecting their intelligence sources and methods. Initially, therefore, the
responsibility was a limited one and would have been properly construed
to mean that the Director must institute such security standards and pro-
cedures as would adequately protect the information coming from the other
agencies. This he would be clearly authorized to do.
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7. At the time the Naticnal Security Act was being considered, nur.erous
drafts were prepared, all of which contained some language on the responsi-
bility to protect sources and methods. But, the concept was still limited, as
for instance in the draft of 9 April 1947 of which section 3(6) read. "be
responsible for taking measures to protect sources and methods used in the
collection and dissemination of foreign intelligence information received by
the Agency." The legal problems involved in any such statement of
responsibility were recognized in a memorandum of !0 February 1947 which
suggested changing the words to some such phrase as "be responsible for
taking measures to protect" sources and methods. Further, in recognition
of the legal problems, legislation was proposed designed to give additional
protection to classified information, but these proposals were discarded
during the consideration of the legislation.

8. During the 79th Congress the House Committee on Military Affairs
issued a report which recognized the need for strong national intelligence
and made a number of specific recommendations, among which was one
that certain of the sections, including section 10, of the Presidential
Directive of 22 January 1946 be enacted into law. There is no indication
in the report that they knew the background of section 10, and as the
legislation progressed it was rephrased until it came out as the third pro-
viso to-section 102(d)(3) quoted above. There is little or no legislative
history on this proviso except that members of the committees thought that
such a responsibility was a good idea and important enough to justify such
detail in an otherwise rather general legislative authorization. Historically
the Directors of Central Intelligence have considered that the proviso does
not prohibit the Agency from taking necessary action in connection with the
security of its internal information and its own personnel.

9. As is immediately evident from the historical analysis above, there is
an important and key distinction between the statutory responsibility given
the Director of Central Intelligence in 50 U.S.C. 403(d) (3) and the means by
which he fulfills such responsibility. As indicated in Senate Report No. 106
(10 March 1949). the purpose of the Central Intelligence Agency Act of 1949
was to grant to the Agency the authorities necessary for the proper admin-
istration of the Agency which had been previously established in 1947. The
Report notes that the Act provides authority for the protection of the confidential
nature of the Agency's functions. Thus it seems clear that the Congress intended
the Director of Central Intelligence to have certain specific authorities in addition
to those of other Executive branch departments and agencies such as the claim
through the President of executive privilege.
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10. This authority, of course, is not absolute, ho%%ever. It has been
noted by Raoul Berger in his book, Executive Privilege: A Constitutional Myth,
that the legislation implementing the Agency "neither requires nor prohibits
the supply of intelligence to Congress.... " It should be noted here, however,
that Congress, in implementing certain agencies, has specifically required
the furnishing of certain information to Congress. For example, with respect
to certain atomic energy information, 42 U.S.C. 2252 provides:

The Joint Committee shall make continuing studies of
the activities of the Atomic Energy Commission and of
problems relating to the development, use, and control
of atomic energy. During the first ninety days of each
session of the Congress, the Joint Committee may conduct
hearings in either open or executive session for the
purpose of receiving information concerning the develop-
ment, growth, and state of the atomic energy industry.
The Commission shall keep the Joint Committee fully and
currently informed with respect to all of the Commission's
activities. The Department of Defense shall keep the
Joint Committee fully and currently informed with respect
to all matters within the Department of Defense relating to
the development, utilization, or application of atomic
energy. Any Government agency shall furnish any informa-
tion requested by the Joint Committee with respect to the
activities or responsibilities of that agency in the field of
atomic energy. All bills, resolutions, and other matters in
the Senate or the House of Representatives relating
primarily to the Commission or to the development, use, or
control of atomic energy shall be referred to the Joint
Committee. The members of the Joint Committee who are
Members of the Senate shall from time to time report to the
Senate, and the members of the Joint Committee who are
Members of the House of Representatives shall from time to
time reFort to the House, by bill or otherwise, their
recommendations with respect to matters within the
jurisdiction of theii respective Houses which are referred
to the Joint Committee or otherwise within the jurisdiction
of the Joint Committee.

As for the Agency, the Congress took a somewhat different position. In order
to provide the Director one means by which he can fulfill his statutory
responsibility of 50 U.S.C. 403(d)(3), the Congress chose to exempt the
Agency from several provisions of law which otherwise would require the
disclosure of sources and methods of the Central Intelligence Agency. -,
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Ii. Section 6 c: ".-e Central Intelli._ence Agency Act of 1949. as amended,
(50 U.S.C. 40 3 g) exempts the Agency fro:- the pro;.ons of 5 U.S.C. 65-,
which required the Civil Service Comrrssion to publish annually a list of all
persons occupying administrative and supervisory positions in the Government,
including the official title and compensation of each person listed. 50 U.S.C.
403g exempts the Agency from the "provisions of any other lawv which require
the publication or disclosure of the organization. functions, names, official
titles, salaries, or numbers of personnel employed by the Agency." On several
occasions the Comptroller General has been called upon to interpret similar
provisions of several other statutes. While the Comptroller General has held
that the words "notwithstanding the provisions of any other law" do not confer
unlimited discretion on those v.ho administer such a statute, he has held that
the intent of such wording is to permit the administrator to disregard those laws
whose provisions otherwise might prohibit or unduly interfere wviti the carrying
out of the purpose of the statute containing such a phrase. B-5210 (12 August 1939),
22 Comp. Gen. 400 (1941) and B-36980 (23 September 1943). Accordingly, it seems
that any law requiring the disclosure of the organization, functions, names,
official titles, salaries, or numbers of personnel employed by the Agency that
might disclose intelligence sources and methods to unauthorized parties can he
properly disregarded by the Agency. This assumes, of course, that any such
other laws, in particular those passed subsequent to the Central Intelligence Act
of 1949, do not contain a "notwithstanding any other law" provision, specifically
repeal Section 6. or by specific statutory language overrule it.

12. Section 6 also provides that the Director of what is now the Office of
Management and Budget shall make no reports to Congress in connection with
the Agency under 5 U.S.C. 947(b), which required a quarterly determination
of the number of full-time employees required by each department and agency
for the proper and efficient performances of the authorized functions of that
department or agency. Excess personnel were to be released. The deter-
mnations and the numbers of employees paid in violation of the determinations
were to be reported to Congress quarterly.

13. Critical to the understanding of the Director's responsibility to
protect intelligence sources and methods is an examinatio, of the qualification
of protecting them from unauthorized disclosure. The examination leads to
the conclusion that the Director does not have an absolute authority to deny
congressional access to CIA records and materials but a qualified or conditional
one. 50 U.S.C. 403g and the statutory provision which it implements, 50 U.S.C.
403(d) (3), relate only to the unauthorized disclosure of sources and methods
information. It seems evident that. if procedures can be established to the
satisfaction of the Director in which he can share information with Congress,
yet fulfill his statutory responsibilities and authorities of assuring that such
sharing will not lead to the disclosure of that information to unauthorized parties.
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then it becomes clear :nat the Director can share the information yet fulfill the
statutory mandate. On the other hand, however, if he is not satified that the
procedures will protect the information that is requested by Congress or that is
proposed to be given to Congress from unauthorized disclosure, then the
statutory mandate requires that he not pass such information. Examples of such
procedures are those established between the House Select Committee on
Intelligence and the Agency as outlined in the Director's letter of 30 September 1975
to the Chairman of that Committee. Thus, it seems clear that Congress, in passing
implementing legislation for the Agency, recognized that the Director of Central
Intelligence must have the responsibility and authority to make the final decision
in this regard, for if it is otherwise and the judgment is in error the interests of
the security of the foreign intelligence activities of this country will clearly suffer.

14. The Comptroller General. in his letter to the Director, Bureau of the
Budget (B-74185, 12 March 1948), seems to clearly recognize the importance of
Section 6. In that letter the Comptroller stated:

In an atomic age, where the act of an unfriendly power
might, in a few short hours, destroy, or seriously
damage the security, if not the existence of the nation
itself, it becomes of vital importance to secure, in
every practicable way, intelligence affecting its
security. 'The necessity for secrecy in such matters
is apparent and the Zongress apparently recognized
this fully in that it provided in section 102(d) 3 of
Public Law 253, that the-Director of Central Intelligence
shall be responsible for protecting intelligence sources
and methods from unauthorized disclosure.

/ OHN S. WARNER 1 .' EDWIN DIETEL
eneral Counsel Assistant General Counsel
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Part C. -Public Law 86-36.

Public Law 86-36
86th Congress, H. R. 4599

May 29, 1959
AN ACT

Tit provide certain administrative authorities for the National Security Agency,
and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United Sitates of America in congresss assembled, That section 202 of No.tiona4
the Clas3ification Act of 1949, as amended (5 U.S.C. 1082), is amended Seourity
by changing the period at the end thereof to a semicolon and adding Agency.
the following new paragraph: Classification,, , . ,,Aot, exemption.

"(32 the National Securit.y Aency. 63 At.e. 954.

SEc. 2. The Secretary of Defense (or his designee for the purpose) Po3Sti 54s

is authorized to establish such positions, and to appoint thereto such and rates.
officers and employees, in the National Security Agency, as may be
necessary to carry out the functions of such agency. The rates of
basic compensation for such positions shall be fixed by the Secretary
of Defense (or his designee for the purpose) in relation to the rates
of basic compensaton contained in the General Schedule of the Classi-
fication Act of 1949, as amended for positions subject to such Act 5 usc 1071
which have corresponding levels oi duties and responsibilities. Except note.
as provided in section 4 of this Act, no officer or employee of the
National Security Agency shall'be paid basic compensation at a rate
in excess of the highest rate of basic compensation contained in such
General Schedule. Not more than fifty such officers and employees supergradoes.
shall be paid basic compensation at rates equal to rates of basic com-
penSation contained in grades 16, 17, and 18 of such General Schedule.

S'. 3. Section 1581 (a) of title 10, United States Code, as modified 70A Stat. 118.
by section 12(a) of the Federal Employees Salary Increase Act of Professional
1958 (!2 Stat. 213), is amended by striking out ", and not more than and scientific
fifty civilian positions in the National Security Agency," and the positions.
words "and the National Security Agency, respectively,".

Six. 4. The Secretary of Defense (or his designee for the pur- Resesroh and
pose) is authorized to establish in the National Security Agency not development
more than fifty civilian positions involving research an d development positions.
functions, which require the services of specially qualified scientific
or professional personnel, and fix the rates of basic compensation
for such positions at rates not in excs of the maximum rate of com-
pensation authorized by section 1581(b) of title 10, United States 70A Stat. 118.
('ode, as amended by paragr ph (34)(B) of the first section of the
Act of September 2, 1058 (12 Stat. 1456; Public Law 85-861).

S.c. 5. Officers and employees of the National Security Agency who Euplyiment
are citizens or nationals of the United States may be granted addi- outside U.S.
tional compensation, in accordance with regulations which shall be
prescribed -by the Secretary of Defense, not in excess of additional,;ft 73 Stat . 63 t
compensation authorized by section 207 of the Independent Offices S
.Appropriation Act, 1940, as amended (5 U.S.C. 118h), for employees
whose rates of basic compensation are fixed by statute.

Swrc. 6. (a) Except as provided in suWection to) o t!iYTfltrN , Reporting
nothing in this Act or any other law (including, but not limited to, requirments.
the first. section and section 2 of the Act of August 28, 1035 (5 U.S.C.
654)) shall be construed to require the disclosure of the organization 49 Stat. 956.
or any function of the National Security Agency, of any information
with respect to the activities thereof or of the names, titles, salaries,
or number of the persons employed 4y such agency.

(b) The reporting requirements of section 1582 of title 10, United
States Code, shall apply to positions established in the National
Security Agency in the manner provided by section 4 of this Act.
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Pub. Law 86-36
73 Stat. 64.

Super/gdes.
72 Stat. 213A.

Effective date.

-- May 29, 1959

Swc. 7. The total number of positions authorized by section 505 (b)
of the Classification Act of 1949, as amended (5 U.S.C. 1105 (b)),
to be placed in grades 16, 17, and 18 of the General Schedule of such
Act at any time shall be deemed to have been reduced by the number
of positions in such grades allocated to the National Seciurity Agency
immediately prior to the effective date of this section.

Sw. 8. The foregoing provisions of this Act shall take effect on
the first day of the first pay period which begins later than the thir-
tieth day following the date of enactment of this Act.

Approved May 29, 1959.
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Part C(i)

NATIONAL SECURITY AGENCY
CENTRAL SECURITY SERVICE

FORT GEORGE G. MEA0E, MARYLAND 20-55

Serial: D6-86/75
23 September 1975

Mr. A. Searle Field
Staff Director
Select Committee on Intelligence
U. S. House of Representatives
Washington, DC 20515

Dear Mr. Field:

This is in response to your letter to General Allen
requesting an interpretation of section 6 of Public Law
86-36.

Section 6 establishes the Congressional policy against
disclosure of information concerning the intelligence and
communications security missions of NSA. These vitally
important functions cannot be conducted if foreign powers
are aware of our sources and methods. The intent of the
law, therefore, is to deny such information to other govern-
ments by limiting what appears in the public domain in the
United States.

This Agency does not regard section 6 as authority to
withhold information from Members of the Congress who require
such information to discharge their official responsibilities.
As General Allen indicated to Chairman Pike during his testi-
mony, however, the Congress has always agreed to receive
information concerning the mission and functions of this
Agency in executive session.

With respect to the General Accounting Office (GAO),
the Comptroller General and the Director, NSA, agreed in
1955 that a cleared GAO staff member would be assigned to
NSA on a permanent basis. For 20 years, this arrangement
has enabled one or more resident auditors to have access to
data required to conduct compliance type audits while provid-
ing necessary security protection for NSA documents and
records. Additional GAO personnel have been cleared since
1973 to permit GAO to conduct management reviews at NSA.
Throughout this long-standing and excellent working
relationship, the GAO has cooperated fully to protect NSA's

58-920 0 - 75 - 28



428

Serial: D6-86/75

sensitive information. The understanding between the two
agencies has been that section 6 does not prohibit GAO's
access to NSA information on a confidential basis, but rather
that it restricts GAO's disclosure of its findings to the
public at large.

Sincerely,

ROY R. BANNER
General Counsel
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Part D. -Section 32 of Public Law 93-559 (the Foreign Assistance
Act Amendments of 1974).

Foreign Assistance Act of 1974
Public Law 93-559, sec. 32

(The Hughes-Ryan A mendent)

INTELLIGENCE ACTIMiTIE8 AND EXCHANGES OF MATERIALS

22 USC 2422.

Presidential
report to
Congress.

50 USC 1541
rote

SEC. 32. The Foreign Assistance Act of 1961 is amended by adding
at the end of part III the following new sections:

"SEc. 662. Linitation on Intelligence Activities.-(a) No funds
appropriated under the authority of this or any other Act may be
expended by or on behalf of the Central Intelligence Agency for
operations in foreign countries, other than activities intended solely
for obtaining necessary intelligence, unless and until the President
finds that each such operation is important to the national security
of the United States and reports, in a timely fashion, a description
and scope of such operation to the appropriate committees of the Con-
gress, including the Committee on Foreign Relations of the United
states Senate and the Committee on Foreign Affairs of the United
States House of Representatives.

"(b) The provisions of subsection (a) of this section shall not apply
during militaTry operations initiated by the United States under a
declaration of war approved by the Congress or an exercise of powers
by the President under the War Powers Resolution.
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Appendix III.-Executive Order 11652 of March 10, 1972.

FRIDAY, MARCH 10, 1972
WASHINGTON, D.C.

Vouns 37 5 Number 48

PART I1
0 film*~

THE PRESIDENT
EXECUTIVE -ORDER 11652

Claissication and DeclassiAcation *F
National Security Information

and Material
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itle S--The President
EXECUTIVE ORDER 11652

Oaed1KAM ad .Ia*9 Of Natioa Security w,,nrmao

Ihe Interests od the United States vW its dtis aebst sened by
a information regudizt the affar of Goveranmet readily avail-

able to the public. This concept of an formed citizens b erected In
the-Freedom of Infonnaton Act and in the current public information
poliies.od the executive branch.

Within the Federal Government there Is sone official iormition
and material which, because it bean directly on the effectiveness of our
national defense and the conduct of our foreign relations, must be sub.
ject to some containts for the security four Nation and the safety of
or people and our allies. To protect against actions hostile tothie Unied
Stati, of both an overt ad covert natu, it I eendal that ws
officialinformatiori and material be giv sly limited disninatiop.

This official information arraterial, referred to as cl-sihed nfoe.
maton or material in this order, is expressly exempted from public
disclmire by Sectitm 552 (b) (1) of Thle 5. United Stue Code. Wrong-
ful disclosure of -Ah information or material is recognized in the Federal
CrbWna Code providing a basis for promton.

To ensure that such information and material b protected, but only
to the extent and for such period as is necessary, this order identifies the
information to be protected, presces damafication, downgrading, do.
classification and safeguarding procedures to be followed, and establishes
a monitoring systan to er.ure Its effectivems.

NOW, THEREFORE. by virtue of the authority vested in me by the
Constitution and statutes of the United States, it is hereby ordered:

Sult=ON 1. Security Claastujlcaon Cateones. Official information or
material which require protection against unauthorized disclosure in the
interest of the national defense or foreign rebtions of the United States
(hremnarter collectively terued "natxa security") shall be dasIfied
in one of three categories, namely "Top Secret," "Secret," or "Confiden.
tdal," depending upon the degree of its significance to national security.
No other categories shall be ued to identify official information or
material as requiring protection in the test of national security, except
as otherwise expresly provided by statute. These c assification categoni
are defined as follows:

(A) "Top Secret." "Top Secret" refers to that national security
Wnformation or material which requires the highest degree of protection.

The test for signing "Top Secret" clasification $wU be whether its
unauthorized disclosure could'reasonably be expected to causexcep
tionally grave damage to the national security. Exuaples of "excep-
tioaly grave damage" include armed hostilities against the United
Stus or its allies; disruption of foreign relations vitally affecting the

11IAC6MVITL VOL 2, NO. 4.-.IDAY. MA5IM 19.1972
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national security; the compromise of vital national ddnse plani cr
cormpx crAyptlo and communkaos intelligence s)a ; the
revelation of senasitie intellignce operations; and the diclosurn of scien.
tic or technological developments %ital to national security. This
cli i shal be used ,ith thenU rauraipt.

(B) "Scrt.C" "Secret" refers to that national security information or
material which requires a substantial degree of protection. The test
for assigning "Secr" classification shanl be whether its unauthorized
disclosure could reasonably be expected to cause serious damage to the
national security. Examples of "serious danma '" include diwptios of
foreign relations signifcantly affecting the national security; significant*
impainnent of a program or policy directly related to the national secu.
rity; revelation of significant mitary plans or intelligence operations;
and comprombe of sign&.-it scientific or ttchnologic developments
relating to n~ktional security. The classification "Secret" shall be sparingly

(C) "Confidntial." "Confidential" rfers to that national security
information or material which require protection. The tat for assign-
ing "Confidential" class.cation shaU be whether its unauthorized di.
closure could reasonably be expected to cause damage to the national
security.

Szo. 2. Authon'y to Classify. The authority to originally classiy In.
formation or material under this order shall be restricted solely to those
offices within the executive branch which are concerned with matters
of national security, and shall be limited to the mninum number
absolutely required for efficient administration. Except as the context
may otherwise indicate, the term "Depastment" as used in this order
shal include agency or other governmental unit.

(A) The authority to originally classify information or material un-
der this order as "Top Secret" shaU be ercised only by such officials as
the President may designate in writing and by:

(1) The beads of the Departments listed below;

(2) Such of thr senior principal deputies and assists as the heads
of such Departments may designate in writing; and

(5) Such hds and senior principal deputies and assimtants of major
elements of such Departments, as the beads of such Departments may
designate in writing.

Such offices in the Executive Office of the President as thr
President may.d ignate in writing

Central Intelligence Agency
Atomic Energy Cormisson
Deparant of State
Department of the Treasury
Department of Defense
Department of the Army
Department of the Navy

•Deparment of the Air Force
United States Arms Control and Disarmament Agency

115, IWG*T55, VOL. ?, NO. 41- lIYO , MAKI 10, IWO
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Depa"n of juWti
National Acronauft and Spae Amiaistratim
Agcy for Inunatiocnal

(B) The anthrity to originally daiy Info atio ,or mtal under
this order u "Secrtt shjl be exercbed only by:.

(I) Officials who have 'Top SeamC elauLkatio authority;

(2) Such subordinates officials with "Top S=W chat6catioo
authority under (A) (1) and (2) above may duawatc in writing; and

(3) The heads of the following named Departments and uch senior
principal deputiesorasistants they may designate inWriting.

Department of Transportation
Federal Cornnunications Commiim
Export-Import Bank of the United States
Department of Commerce
Unred States'Civil Service Comtission
United States Information Agency 0
General Sernces Administration I
Department of Health, Educaion, and Welfare
Civil Aeronautics Board

-Federal Maritme Commission
Federal Power Commission
National Science Foundation
Overseas Private Investment Corporation

(C) The authority to originally classify information or material un-
der this order as "Confidential" may be exercised by officials who have
"Top Secret" or "Secret" classification authority and such officals
as they may designate in writing.

(D) Any Department not refered to herein and any Department or
unit established hereafter shall not have authority to odgnaly classify
information or material under this order, unless specifically authorized
hereafter by an Executive order.

Stc. 3. Authority to Dowalrade and Ddlassily. The authority to
downgrade and declassify national security information or material shall
be exercised as follows:

(A) nformation or material may be downgraded or declanifled by
the official authorizing the original dsamifcation, by a succeor in capac-
ity or by a superviory ofrial of either.

(B) Downgrading and declassifcation authority may also be exer.
ched by an official spifically authorized under regulations iWued by the
head of the Department listed in Sections 2(A) or (B) hereof.

(C) In the cue of clarified information or material officially trans-
ferred by or pursuant to statute or Executive order in conjunction with
a transfer of function and not merely for storage purpose the receiving
Department shall be deemed to be the originating Department for all
purposes under this order including downgrading and declasdlcation.

RIA iImS*s VOL , NO. 40-.4OAY, MARI 10, 1972
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(D) In the cas of clafied Information or material not offically
traderred within (C) abov but origiated In a Deparme which
has since ceaed to vs6 each.Deparunt in poades sha l be demed
tobe the orifgiating Department for all purposes under thi cede. Such
Information or materbJ may be downgraded and declassfied by the
Department in possemoc after consulting with any other Departments
having an interest in the subject ma.

(.) Oaaie information or material tranderred to the Geneal
Saces Administration for accession Into the Archives of the United
States shall be downgraded and declassifed by the Archivis of the
United States in accordance %ith this order, directives of the President
!sued through the National Security Council and pertinent regulations
of the Departments.

(F) CLassified information ot matter with speci ma ring u
described In Scctiou 8, shall be downgraded and declassZed as required
by law and governing regulations.

Sc. 4. C¢usificuion. Each person possessing classify authority
be held accountable for the propriety of the classifications attnb-

uted to him. Both unnecesaarclasification and over-clia cation shall
be avoidid. Classification shall be solely on the basis ed national securty
considerations. In no case shall information be cl-1fied in order to
con:e inefficiency or administrative error, to prevent embarrassment
to a person or Department, to restrain competition or independent ini-
tiative, or to prevent for any other reason the release of information
which does not require protec"don in the interest of national security.
The following rules shall apply to classification of information under
thIs order:

(A) Documeminin General. Each classified document shall show on
its face its classification and whether it is subject to or exempt from the
General Declassification Schedule. It shall also show the office of orign,
the date of p rpardon and classiation and, to the extent practkable,
be so marked as to indicate which portion are classified, at wha level,
and which portions atr not classified in order to facilitate excerpting and
other use. Material containing references to classified matrial, which
references doot reveal classified informatioN, shall not be c1axie.

(B) IdetificeJ of ClarsiJfh i Ailhoiy. Unless the Deparmnat
Involved shall have provided sone other method of identifying thM
individual at the highest level tha authorized cdanileaion in each case,
material classified under this order shal indicate on-ift face the identity
of the highest authority autborizing the classification. Wber the Wdi.
vidual who signs or otherwise authenticates a document or item has o
authorized the classification, no further annotaion as to his identity
is required.

(C) Isoomrntis or Material Furnished by a Foreign Goutvmwmn or
laterialim Orgeniadon. Classified information r matoial furnished
to the United States by a foreign government or international organize.
tion shall either retain to original classification or be assigned a United
States daificatio. In either eas, the classi&aton shall asre a dege
of protection equivalent to that required by the government or lasr.
natidW organiztion which furnished the inormatIo or matu

WOEM TIISlS VOL V1. MsO 4-mAY MACK 10. 1if2
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%D) Cludjkeip. Rpouils. A bolder of claeided Inormu
don or material dul observe and roped the clanladw mAgned
by tw oinaor. If a bolder belea that there I unneemary da"
.kaim . that the aligned auificadon Is Impopet, or thu the dora.
meat Is subject to dedassiliadon under this ordcr, be Adt so os
the orinaor who a thereupon re-murmne the damiation

Sac. 5. Dedauasi)ktii a e Do"Ivdi. Cammded iWforto and
material, union deelauifla earlier by the original classifying authority ,
shall be declassified *d downgraded In accordance with the following
ns:

(A) Geral Decfat'ijk&na Schedmi. (I) 'Top Secrta." Id".
mation or material originally claulfied "Top Secret" sall becrze
a tically-dowgraded to "Secr at the end of the second full
calendar year following the )er In which it was originated, down.
graded to "Con6detial" at the end of the fourth full calendar year
Following the year In whkh it was origimted, and declasfed at the
end of the tenth full calendar year following the year in which it was

(2) "Secre." Inormation and material orgnly clasied "Sectt
shall become automatically dowupaded to "U is" at the. end
of the second full calendar year following the year in which it was
orsnated, and declasified kt the end of the eighth full calendar year
following the year in which it was originated.

(3) "CeadenfitW" Ir,..madon and maxcri original clarified
"Confidential' shall become automatically deiamiled at the end of the
slh lul calendar year folklwing the year in hv ch it was originated.

* (Eneespo ee Dgclaicatuion Scflduls. Certain
clasified Informan or material may war.ant some degree of pro.
tection for a period cicecding that provide in the General Dcani-
fication Schedule. An official authorized to originally claWy
information or material "Top Sewr may exempt from the General
Declanification Schedule any Ikvd of clawed Wormation or material
originated by him or under his su peivm if it falls within one of the
categories described below. In each case such official sha specify in
writing on the material the eemption category being claimed =Ad,
unlem impomble, a date or event for automatic dc---if cton The
me of the exemption auhrity shall be kept to the absolute minimum
codamtet with national security requirements and shall be restricted
to the following categories.

(I) Caduled information or material furnished by fo*rgn govern.
mets or international orga m and held by the United Stat on
the undersanding that it be kept In confidence.

(2) Clasified Infmution or material specifically covered by ae,
or pertaining to cyptography. or disclosing Intelligenice soserom or
methodL

(3) aasslfied infornutioN or material disclosing a system, plan,
bsaaaion, project or spci& foreign relatiom ster the continuing
prtection of which is emential to the national secuity.

MM MOM VOL. 7, NO. 46-4SAY, MAM 10. 1n
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(4) Culed information or mateial the disclosure of w"
would ph a Person In Immediate jeopardy.

(C) Madato y Revie w1 Eempled MateriaL All easLe War.
mation and material originated after the effective date of this cder
which Is empted under (3) above t General a ad
Schedule be subject to a claulhcation review by the originatig
Department at any tme after the expiration of ten yus bm te date
of origin provided:

(I) A Department or member of the public requas a eview;

(2) The requat de'cribesthe record with wificient particularity to
enable the Department to identify It; and

(S) The record can be obtained with.only a reason amount of
dpet.

Infonmation or material whckh no longer qualifes for e px m under
(B) above shall be dedauifed. Information or material cootiduig to
qualify under (B) t be so marked and, unles impcssble, a date for
automatic declassificdon shall be set.

(D) Appficabiti of tAe General De kdaiijlo ScAedulk to ?Pr.
ewly CLIjifed Material. Information or matter cla-uied bdre the
effective date of this order and which is assigned to Group 4 under
Executive Order No. 10501, as amended by Executhv Order No. 10964,
"Wl be subject to the General Declassdeadon Schedule. Al other ior-
maioa or material classifed before the effective date of this order.
whether or not anigned to Groups 1, 2, or 3 of Executive Order
No. 10501, as amended, shall be excluded fcorn the General Deckil.
ton Schedule. However, at any time after the expiraton of ten years
from the date of origin it shall be subject to a mandatory dcaificadon
review and deposition under the sam conditions and critia that apply
to classified information and material created after the effective date of
this order as set forth i (B) and (C) above.

(E) Diclassif[ edo of Clssidfed Iaormation or Macled After
TAirjy Yrs. AN classified information or material which is thirty years
old or more, whether originating before or after Th effective date of
this order, shall be decassifed under the flowing conditions:

(1) All information and material classified after th effective dat of
this order sAA whether or not decdauihcaou has been. requue4
become "omaially declasified at the end of thiuty full calendar yea
after the date of ia oriSnal dlas n acpt for'such specificay
idntified Information Or Material which the bed of the originating
Department personaly determine in writing at that time to require
continued protection because such continued protection is essential to
the national security or disclasure would place a person in immediate
Jeopardy. Insucit case, the head of the Department AAhalso specify
the period cd continue claihecadon.

(2) Al Information and material clarified before the effective dat
of this order &nd more than thirty years old shall be rtematically
reviewed oto declasificastlo by the Archivis of the United States by the

ndco the thirtieth full calendar year following the year in which it wa
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orighaed. Ia his review, the Ariivist will separate and k p protected
only uch Wonadmon or mterW as is speciftdlly identified by d
head of " Deparmea in accordance wU (E)(1) above. In such
case, the head of the Department shAalsob specify the period ad
Continued dsidhcation.

(F) Dep utwh, WhicA Do Not Haw Auahorit For Oriinal
Cluswicori. Te provisions of this section relating to the dedassihca.
tion of national security Liformaon ornaterial shall apply to Dejpat.
merits which, under the term of this order, do not have current authority
to originally classify information or materJ, but which formerly had
such authority under prcvious Executive order.

Sec. 6. Policy Directis on Access, Marking, Sa lekeepin Accouns-
abilit7 , Tram mWio, Ditpoliom and Destruction ol Ciasified lalormo.
I". and Matcrial. The Presidcnt acting through the Natkdoa Securky
Council shall issue directives which shall be binding on all Dcparnments
to protect clasifled information from loss or comprise. Such
directives shall conform to the foowing policies:

(A) No person shall be given access to cLassified information or
material unles such person has been determined to be tnustworthy and
unles accs to such information is nccary for the pedormance of his
duties. I

(3) All classified information and material shall'be appropriately
and conspicuously marked to put all perons on clea notice of its
clasifed contents.

(C) Classified information and material sha be used, posessed, and
stored only under conditions which will prevent acemo by unauthorized
persons or dissemination to unauthorized personL

(D) All clabified information and material dsemrinated out;de the
executive branch under Executive Order No, 10865 or otherwise shall
be properly protected.

(E) Appropriate accountibil;ty records for classified information
shall be established and maintained and such information and material
shall be protected adequately during all transmissions.

(F) Clas.ifiedInformation and materal no longer needed in current
working fils for reference or record purposes shall be destroyed or
disposed of in accordance with the records disposal provions contained
in Chapter 33 of Title 44 of the United Stas Code and odher appficabe
statutes.

(0) Classified information or material shaO. be reviewed on a sys-
tematic basis for the purpose of accomplishing downgrading declassic-
don, trnfer, etrement and destruction at the earliest practicable date.

Sac 7. lmpkmenutwond RevwR Responbilrt:. (A) The Na.
eonal Secu ity Counci shall monitor the Implewntation of this order.
To awist the National Security -Council, an Interagency Claxifics.
tion Rcviw Committee shall 6e estab ihed, composed of presents.
tives of the Deparuments of State, Defense and Justice, the Atomic
Energy Conmiesdo, the Central Intelligeoce Agency and the Ntnal
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Security Counc.Staff am a Chalrman e e by the Preddst."
epresta ves of odr Departments In the aMetV branch may be

Iited so meet with the Committee an mte of partdia itnm!
to toe Dpartments. Tlis Committ ll meew reguly ad on a
continuing b aA review ad take actio to mute compliance with
this order and in particular:

(1) The Committee All o,%ere Department actions to em cOw.
plane with the provisions of this order and impilementin directives,
iued by the Ptadent thogh the National Security Counc

(2) The Committee sha, subject to procedures to be established by
It, receive, consider and take action on -uggadms and complaints from
persons within or without the government with respect to the admin.
istmation of this order, and in coulmtation -ith the affected Deparmt
or Departments mure that approprifa action is taken on such ug.
getions mad complaints.

(3) Upon request of the Conmittee Chairman, any Department sha
furnish to the Committee any particular Information or material needed
by the Committee In carrying out its functions.

(B) To promote the basic purposCs of this order, the bead of eaca
Department originating or hndlng cld Information or mataial
=sll:

(I) Prior to the effective date of this order submt to the Interagency
C aaon Revkw Codsmittee for apprmal a copy of the regular o
It proposes to adopt pursuant to this order.

(2) Designate a senior member of his staff who shldl mute effec.
&y compliance with AMd Implementati of this order and shall also
chair a Departmental committee which shall have authority to a
an all suggestions and complaints %ith respect to the Departmens
administrdon of this order.

(3) Undrtauke an Initial program to famlaize the employees of
his Department with the provisions of this order. He shall also estab..
lsh and maintain active training and orientation programs, for en-
ployces concerned with clasified InfornatIon or material. Such program
sa Include, as a minium, the briefing of new employees ad periodic
reorientation during employment to imprm upon each individual his
response lity for exercising vigilance and care In complying with the
provisions of this order. Additional, upon termination of emplro.
meant or contemplated tempory sepaation for a dx y ay period or
more, employees s be debriefed and each reminded of the provision
of the Criminal Code and other applicble provisions of law reat
to penalties for unauthorhed disclosure.

(C) The Attorney General upon request of the head of a Depart.
merit, his duly designated representative, or the Chairman of the above
described Committee, shU personaly or through authorized repro.
senttives of the Department of Justice render an interpretation of this
order with respect to any question arising In the co=e of its admin.
istration.

"OIVAL MttISEI. VPS. M7. NO. 41--SI1AV, MAM 5, 1975
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8o . MsWu Cw ered by 1. AMlon Ba,,gy Aca Noing ti s
orer A inpasuade any roquirer"a made by or under the Atomic
Zoagy Ac f Augut 30, 1954, asa u med "Zestricted Da," ad
mateuial designahed as"Foermerty Restricted Data," s&Wn be handled,
projected, classified, downgraded and dedudb4 in conformity -with
the provide. of de Atomic Fnry Act of 1954, a amended, and de
regulatom of the Atomic FanergComnmislion

Sr. 9. Spe i Dsepto atl A- rngewmft. The originating De-
pautmast or other appropriate authority may impose, In coformdty

S of this order, special requirents with respect to
acc dltrbdonandprotection of clhd- infomation and meial,

lndudi those which presendy relate to emmunicatiom intelligence,
Intemigence sore wn d nethods and cryptography.

Sao. 10. Efelpionul Cases. In an eacepionaf cae wha' a person
or Departum not authorized to claufy information originates
Information which Is believed to require clarification, such person or
Department shall protect that -Wonrmatio In the manner prescribed
by this order. Such persons or Department shall transmit the Iorma,-
don forthwith, under appropriate safeguards, to the Department havhg
primary Interest In the subject matter with a request that a detemina-
tion be made as to lasiiation.

Szc. II. Declaifdiction *I Presid ntial Paper:. The Archivist of the
United Stas shall have authority to review and declsuy Informatoon
and material which has been clashed by a President, his White Howe
Staff or special corntitee or commit son appointed by him and which -
the Archivist has In his custody at any irchival depotory, including a
Pridential Library. Such declassicaon shall only be undertaken In
accord wih: (i) the terms of the donor's deed of gift. (iU) corsulta.
tos *with the Departments having a primary subject-matter intet,
and (iil) the provisions of Section 5.

Sic. 12. Historical Research and Access by Former Goernmen
Opcialf. The requirement in Section 6(A) that access to clafised
Information or matera be granted only as is necesary for the perform-
an e of one's duties shall not apply to persons outside the executive
branch who are engaged in historical rarch projects or.who have
previousy occupied policymaking positions to which they wer

* appointed by the President; Provided, however, that In each case the
head of the originating Department sl:

(i) determine that access is clearly consstent with the interets of
national aecuity; and

(1a) take appropriate steps to aure that CL Inormation or
material is not published or otherwise comprombed.

Access granted a person by reason f his having previously occupied a
poicymwak4n position "hl be limited to tOwe paper which the
fomw *Mal originated, reviewed, signed or recebed while In public

Sao. 13. Adminstrative and Judicial Action. (A) Any office or
employee of ie United States who unnecessarily daifes or over.
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And Information or matral shall be notified that his sctm am in
violadon of the trms of this order or of a directive of the reddnem
Iwed thruh the National Security CounciL Repeate &bum a the
daosafioa process sa be grounds for an administrative reprimmd.
In any cam where the Deputmn coummitte'orthe Interg mscy Cba
Scadon Review Committee finds that unnecesary classihcado or over-
clwfication bas occurred, it shall make a report to the head of the
Department concerned in order that corrective sups may be takes.

(B) The bead of each Department is directed to Uke prornp sad
stvingent admIzistntive action against any officer or employee of the
United States, at any kvel of employment determined to bave bes re.-
aponsible for any'release or disclosure ot national security information or
material in a manner not authorized by or under this order or a directive
of the President issued through the National Security Council. Where a
vioaton of criminal statutes may be involved, Departments, wil refer
any suchcase promptly to the Department of Jusdc

Sec. f4. Revocation -of Executive Order No. 10501. Executive Order
No. 10501 of November 5, 1953, as amended by Executive Orden No.
10816 of May 8, 1959, No. 10901 of January 11, 1961, N& 10964 of
September 20, 1961, No. 10985 of January 15, 1962, No. 11097 of
March 6, 1963 and by Section I(a) of lNo. 11382 ofNovember28, 1967,
is superseded as of the elective date of this order.

Sec. 15. Ehective date. T order shall become effective on June 1,
1972.

Tat Wxcr House,
March 8, 1972.
[1m Doc.2-3752 lred 3-9-72; 11 i01 aml

HNILAt UOISTKI VOL 3F, NO. 4--aIDAY, MH 0 I. Sort
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Appendix IV. - "Reorganization of the Intelligence Community"
(November 5, 1971)

1412 W61XLY COMPILATION OP PAISIOENTIAt OOCUMINIS, NOV&MBIZ 6, 1971

Reorganization of the U.S.
Intelligence Community

Annoancelnent Outlning .l1anuxement Steps for
Imnproving (he Effectivenhss of lhe intelligence
Community. November 5, 1971

The White House announced tu d that the Pre-ident
has directed a number of management steps to improve
the efficiency and effectiveness of the U.S. foreign intelli-
gence community.

The President's objectives are to ensure:

-Continuing review of the responsiveness of the U.S.
intelligence effort to national needs.

---Strengthened leadership for the community as a
% hole.

-More efficient use of resources in the collection of
intelligence information.

-Elimination of less efficient or outmoded activities.
-Improvement in the quality, scope, and timeliness

of intelligence information.

The improvements directed by the President follow an
exhaustive study conducted at his direction by the staffs
of the National Security Council (NSC) and the Office
of Managen;ent and Budget (OMB) with contributions
from the President'i Foreign Intelligence Advisory Board
(MPFAB), the President's Science Adviser, and the intelli-
gence community.

The major management improvements include:

- --An en.'anced leadership role for the Director o1 Cen-
tral Intelligence (DCi) in planning, reviewing, co-
ordinating, arid evaluating all intelligence programs
and acti-6ties, arid in the production of national
intelligence.

-Es:,41i;hmrnt o a National Security Council In-
t.'.,'ne Committee. chaired by the Assistant to the
Pre, idert for National Security Affairs. Its members
will include the Attorney General, the DCI, the
Under Secretary of State, the Deputy Secretary of
Defense, and the Chairman of the Joint Chiefs of
Stat!. The Committee will give direction and guid-
ance on national intelligence needs and provide for
a continuing evaluation of intelligence products from
the viewpoint of the intelligence utsr.

-- Eitrnblghrnent of e Net .,sresiment Grmut within the
National S~curi:y Co,ncid Stafi. The group will be
headed by a ,enior .,taff member and %%ill be respon-
,ible for reviewing and evaluating all intelligence
products and for producing net tssssments.

-- Eitahlighment of an Inrdliq,'nre Reora- .-Idzisrv
Committ,,e, chaired b- the DCI. inchuding a' mcm-
her a senior representatives from the Department of
State, the Department of Defense, the Office of
.Management and Budget, and the Central Intelli-
gence Agency. This Committee will advise the DCI

on the preparation of a cun olidated intelligence pro-'
gram budget.

--- Reconatitution of the United States Intelligence
Eaa rd chaired by the DCI, including its members the
Deputy Direc tor of Central Intelligrnce (Vice Chair.
tmni); Director of Bureau of Intelligence and
Re-zrrh, State Department. Director of National
Scout ity Agency; Director of the Drfen.e Intelligence
Agency; representatives of the Secretary of the Trea.-
ury and of the Director of the Federal Bureau of in-
,_t igation and the Atomic Energy Commi.sion. The
Board %ill advice and a.,ist the DCI with respect to
the production of national intelligence, the establish.
ment of national intelligence requirements and priori-
ties, the supervision of the dseemination and security
of intelligence material, and the protection of intelli-
gence sources and methods.

The President has al[o directed certain changes in the
Department of Defense's intelligence organization.

A National Cryptologic Command will be set up under
the Director of the National Security Agency. Under this
command will be consolidated activities now carried out
by separate agencies. A further change is the consolida-
tion of all Department of Defen-e personnel security in-
%estigations into a single Office of Defense Investigations.
The President has also directed that a Defense Map
Agency be created by combining the now separate map-
ping, charting, and geodetic organizations of the military
services in order to achieve rnaximum efficiency andl
economy in production.

58-920 0 - 75 - 29
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Appendix V.-Additional correspondence and materials relating
to the General Accounting Office.

Part A.-Letter of July 31, 1975, from Elmer B. Staats, Comp-
troller General of the United States, to Chairman Pike, and
attachment.

COMPTROLLER GENERAL OF THE UU17-l' TATE
WAIs';U taN. D.C. 91143t

July 31, 1975

The Honorable Otis Pike, Chairman
Select Committee on Intelligence
House of Representatives

Dear Mr. Chairman:

The Committee has requested our assistance in updating
material we furnished to Senator William Proxmire in a letter
dated May 10, 1974. The letter discussed congressional over-
sight and control over U.S. intelligence activities and our
involvement in reviewing and-auditing such activities. We
have also been asked to identify various restrictions placed
on our access to intelligence personnel and information and
their effect on our work and to recommend any changes we
believe would improve our effectiveness or facilitate the
congressional oversight function in this area.

Our May 1974 letter includes as part of the U.S. intel-
ligence community the National Security Council; Central
Intelligence, Defense Intelligence, and National Security
Agencies; Army, Navy, and Air Force intelligence components;
Federal Bureau of Investigation; Department of the Treasury;
Atomic Energy Commission (now the Energy Research and Devel-
opment Administration); and Bureau of Intelligence and
Research of the Department of State.

CONGRESSIONAL OVERSIGT AND CONTROL

Our May 1974 letter pointed out that the determination
made in 1949--that congressional oversight would be limited
to reviews by the relatively few members serving on desig-
nated oversight committees or subcommittees--remained un-
changed, although there has been extensive and increasing
concern on the part of individual Members of Congress with

.lvel of oversight and independent surveillance over the
intelligence community.

Also, we pointed out that various Members of Congress
have in the past raised the question of the sufficiency of
congressional access to information about the activities of
the intelligence community in light of the constitutional
provision that no money may be spent from the public trea-
sury unless appropriated by Congress.
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As your Select Committee addresses the question of
the adequacy of U.S. congressional oversight and control
of U.S. intelligence activities, the information discussed
below concerning our role may be useful.

GAO ACTIVITIES IN THE
INTELLIGENCE COMMUNITY

GAO's basic audit authority is contained in the Budget
and Accounting Act of 1921, the Accounting and Auditing Act
of 1950, and the Legislative Reorganization Act of 1970.
These statutes direct GAO to examine and audit the activi-
ties of each executive branch agency and grant GAO access
to these agencies' records and information as necessary to
discharge this responsibility. GAO's authority is extensive,
encompassing not only financial auditing but also management
reviews and evaluations of programs and activities. Broad
access to records and information is necessary to accomplish
these tasks. However, certain restrictions on GAO audit
authority are provided by-law, including instances where
moneys are accounted for solely on certification by the
head of a department or establishment. Appendix I details
the primary statutory provisions for GAO audits and reviews
of agency activities and identifies specific statutory
restrictions on audits of the intelligence community.

As discussed in our May 10, 1974, letter, our contacts
with and work in the intelligence community over the years
have been limited. We stated that we had had sufficient
contact to enable us :to identify basic problems involved
in obtaining information from and about intelligence organi-
zations. In addition to Dasic disagreement over our right
of access to certain information, the intelligence community
generally requires special security clearances, which are
expensive to process and require at least 6 months or more
to completely/

Currently, 11 GAO professional staff members have the
special clearances required to examine military intelli-
gence matters. This is all that have been requested,
except for two additional clearances, requested recently,

I/ Clearances for top secret defense data and restricted
atomic energy data are not considered sufficient for access
to intelligence data.

- 2 -
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that are in process. Three of these professional staff
members are presently involved in work at the National
Security Agency; the remaining eight are at the management
levels in Washington.

Our May 10, 1974, letter outlines various instances in
which we tried to examine certain intelligence matters but
were unable to gain access to the necessary information.
The following cases illustrate our experience in performing
reviews within or related to intelligence activities since
May 1974.

1. In July 1974 the Chairman, Special Subcommittee
on Intelligence, House Committee on Armed Services,
requested us to examine the reasonableness of the divesti-
ture of a proprietary interest by the Central Intelligence
Agency. After discussions with Subcommittee representa-
tives the request was modified to that of an examination
of the reasonableness of the Agency's procedures for achiev-
i'ng the divestiture, due to the limited time available prior
to execution of the divestiture. This examination was made
by personnel having no special intelligence security clear-
ance, although they had other security clearances. A report
on this matter was issued to the Subcommittee in August 3974.

2. At the request of the Chairman, House Judiciary
Committee, we are reviewing the Federal Bureau of Investi-
gation's domestic intelligence operations. This review
involves examining policies, procedures, and the applica-
tion of resources to 'these operations.' To determine how
the Bureau carries out its domestic intelligence activity,
it is necessary for us to review investigative cases.

The Bureau was concerned that GAO's having free access
to its domestic intelligence files could negatively effect
its capability to develop informants and conduct intelli-
gence investigations. Accordingly, a procedure was worked
out whereby the Bureau prepared special summaries of the
case files randomly selected by GAO for review. These
Bureau-prepared summaries and followup interviews with
appropriate personnel associated with the sample cases is
providing information on how the Bureau's policies and pro-
cedures are carried out in domestic intelligence investi-
gations. To ensure the accuracy of the summaries, however,
we need to verify the information contained in the case
summar ies.

- 3 -
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We proposed a verification procedure by which -we would
randomly select documents from the case files and insure
that these documents were accurately reflected in the sum-
maries. The Bureau could block out the names of its infor-
mants from the documents before giving them to us. However,
the Attorney General and the Bureau's Director have not, to
date, been willing to allow us access to these documents and
have so notified the Chairman of the Judiciary Commtteel
therefore our report to the Committee will be based largely
on unverified data furnished by the Bureau.

3. In October 1974 the Chairman, Subcommittee on
Europe, House Committee on Foreign Affairs (now Committee
on International Relations) requested us to examine the
adequacy of executive branch.procedures for monitoring the
provisions of Joint Resolution 1167 relating to the condi-
tions Turkey was to meet to preclude a cutoff of U.S. aid.
We were unable to obtain and verify Central Intelligence
Agency information or analyses that we believed necessary,
and consequently we could not make the requested review.

4. On November 4, 1974, Senator James Abourezk
requested us to identify former oil company officials
currently employed by 11 Federal agencies, including the
Central Intelligence Agency. On January 17, 1975, the
Comptroller General sent a letter to the Director, Central
Intelligence Agency, requesting this information. The
Agency has not responded to this letter, and efforts to
contact the Agency to determine whether it plans to respond
have been unsuccessful. We have drafted a report to the
Senator that contains no information from the Central
Intelligence Agency.

5. -In May 1975 the Chairman, Special Subcommittee on
Intelligence, House Committee on Armed Services, requested
us to examine the reasonableness of the procedures followed
in the divestiture of a second proprietary interest by the
Central Intelligence Agency. The Agency gave us excellent
cooperation, which permitted us to carry out this review
expeditiously.

6. Since May 1974 the Senate Government Operations
and Senate Budget Committees have requested us to secure
and compile personnel and budget data on U.S. intelligence
agencies and on police and investigative activities through-
out the Federal Government. Although we did obtain some

- 4 -
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data on State Department, Atomic Energy Commission, and
some Defense Department intelligence activities, we were
refused Jata by the Office of Management and Budget for
the Central Intelligence Agency, National Security Agency,
and certain other sensitive Defense intelligence activi-
ties. We were directed to the congressional intelligence
oversight committees for this data. Because select con-
gressional committees have been created to investigate
intelligence operations, we decided not to make any further
attempts to obtain data on the Central Intelligence and
National Security Agencies and sensitive Defense activities.

With respect to the Federal Bureau of Investigation,
we were advised that its Intelligence Division performs
intelligence and counterintelligence activities relating
to sabotage, espionage, and other matters affecting the
national security. A Bureau official estimated that 23
percent of the-Bureau's resources are directed to security
matters carried out primarily by the Intelligence Division.
Bureau officials stated, however, that an exact identifi-
cation of Intelligence Division activities and related
funds would require a high-level policy decision within
the Bureau before this information could be released. We
did not pursue this course because a detailed GAO review
of the Bureau is currently being made.

7. At the National Security Agency we have received
excellent cooperation to date. Our reviews there in the
past were limited to 'administrative compliance audits;
we had not conducted"management-type reviews. Recently,
however, we began acquiring rather extensive background
information on Agency operations, preparatory to under-
taking more substantive reviews in selected areas.

Aside from the National Security Agency where broader
work is in the preliminary stage, we have not made and are
not making self-initiated program and activity re-iiews
within the intelligence community. We are unaware of any
information having been given to us with the proviso that,
for jurisdictional or security reasons, it not be shared
with individual Members or Committees of Congress.

The only legislative changes which have either
expanded or restricted our authority since May 1974 in-
volve the deletion of language of Defense appropriation
acts under the title "Operation and Maintenance." Before

- 5 -
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1974, these annual appropriation acts contained special
language which made the Defense and Service Secretaries'
determinations on such confidential expenses final and
conclusive on U.S. Government accounting officers. As
a result of these restrictions, we were precluded from
reviewing these expenditures. Such restrictions have
generally been eliminated and we plan to consider these
special funds as we select Defense programs for future
review. However, from the following table, it may be
seen that such funds are only a minor amount of what
has been estimated by others to be an aggregate annual
intelligence budget of no less than $6 billion.

Amounts Provided for Cbrfidential Military
Purposes by the 1974 and 1975

Department of Defense Appropriation Acts

Operation and Fiscal year 1974 Fiscal year ]975
maintenance (Public La; 93-238) (Public Law 93-437)

(000 omitted)

Army $ 3,069 $ 2,689
Navy 4,242 3,707
Air Force 2,343 2,293
Defense agencies 5,448 6,518
Contingencies,

Defense . 5,000 2,500

Total $20,302 $17,707

OBS ERVATiOIS

In general, GAO has not taken the initiative in press-
ing for oversight of intelligence operations but has made
serious efforts to assist the committees on a request basis.
Even so, we continue to have serious difficulty in obtaining
information from and about the intelligence community in
those limited instances where intelligence information is
germane to the issues we are addressing. On occasion, the
community cooperates to the extent of giving us certain
requested information but even then :e are afforded insuf-
ficiently broad access to agency records to independently
verify the accuracy and/or completeness of the material
supplied to us, precluding us from reporting to the Congress
in a way that would materially contribute to the exercise of
its oversight function.

'6 -
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Also lacking, in our opinion, is any clear-cut mech-
anism for acquiring access to information when our views
and the agency's views differ as to our right to access,
such as power to enforce access in court.

We believe a strong congressional endorsement will
be necessary to open the doors to intelligence data wide
enough so that we can make the meaningful reviews of

'" intelligence activities that would assist the Congress
in performing its oversight function.

We have been asked for our views on how congressional
oversight and control over the intelligence community might
be improved in the context of the sensitivity necessarily
attached to intelligence matters and the desire to reduce
the risk of leakage by minimizing the number of people
having access to intelligence data. Our experience in the
intelligence community, as indicated above and in our letter
to Senator Proxmire, has been relatively limited. However,
we have had sufficient experience to identify the hard
policy questions, outlined below, that we conclude deserve
congressional attention and that your Committee undoubtedly
will focus upon.

1. Significant amounts of public funds are spent for
intelligence, but only a small congressional minority has
access to the use planned to be made of these funds. V:e
believe, therefore, that the Congresz should once again,
as it has inthe past, consider the manner in which over-
sight of the intelligence community is managed in the light
of the constitutional provision that rio moneys be spent fronn
the public treasury unless appropriated by the Congress. In
this regard, the Congress should consider the role GAO is to
play in what the Congress ultimately decides should be the
requisite congressional approval of intelligence community
funding and activities. GAO's role should be sufficiently
clarified so that it can determine its reporting responsi-
bilities.

2. The Central Intelligence Agency, in effect, serves
as more than an intelligence agency. In addition, a number
of authorities have expres-zeo concern that it has been per-
mitted to enlarge its purpose and to exceed the authority
contained in its enabling legislation.

- 7 -
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We believe the Congress should address the questions
of whether some broad policy guidelines and criteria for
certain types of covert notional security activities should
be established by legislation; whether any agency respon-
sible for intelligence collection should also be responsible
for carrying out actions; and whether the existing congres-
sional system for identifying, approving, or disapproving
significant individual covert projects is adeqaute.

3. The U.S. intelligence budget annually accounts,
according to various estimates by others, for 2-.percent to
5 percent of the Federal budget, depending on whether the
cost of such things as reconnaissance aircraft and scouting
submarines are charged to intelligence or to other functions.
The U.S. intelligence operation basically involves (a) deter-
mining requirements, (b) collecting, (c) analyzing, and
(d) producing and disseminating the product. The U.S. intel-
ligence community is such a highly compartmentalized structure
of organization and management that only a few people at the
top have visibility and cognizance of all activities. With
a large number of agencies involved in intelligence collection,
constituting a vast network of collection points, the inherent
possibilities for duplication, conflict, and unnecessary col-
lection are substantial. Given this situation, the question
arises as to the adequacy of the available management review
function. Are the agencies within the intelligence community
so organized and structured as to permit such a martagemert
review function as an "internal" matter? If not, can they
be made so to enhance the possibility of effective congres-
sional oversight management review, either by the oversight
committees themselveS or with the assistance of GAO or others?

We are hopeful that the above information will be useful
to you and your Commmittee in its studies of U.S. Government
intelligence activities.

:o7 4o
Comptroller General
of the United States

- 8 -
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Ji-1702OG
June 1975

--- PRIMARY STATUTORY PROVISIONS RELATING
TO GAO AUDITS AND OP'.'s oF TIE

ACTIVITIES OF IN'JII.IGENC} AGENCIES

In general, the Comptroller Gcncral has a statutory right to access

to th books and records of Federal agencies for the p-irpose of carrying

out his duties, unless specifically barred by statute. This attaclncnt

is In two parts. Part one identifies the primary statutory material

conferring the right of access on the Comptroller General. Part two

-identifies the components of the "Intelligence Community" and specific

statutory rest.-ic'tions on the Conmptroller General's access to information

relating to those components.

I. P1M)!1ARY STATUTES GIVING Tl COMPTROLLER ACCI'SS
TO IN FORMATION AND MANDATE TO IIEV\W AGENCY
ACTIVITIES; GENERAL.

A. BUDGET AN) ACCOUNTING ACT, 1921, AS AMENDED
(31 U. S. C., §I et seq., 42 Stat, 20):

F 1,'or the purpose of conducting audits and reviewing agency .ctiviticc,

the GAO has, under 31 U. S. C. §5.1 42 Stat. 20, legal right of access

to any books, documents, records or papers of the Executive departnent-v.

That statute status in pertinent part:

"All departiments and establiIi;ments shall
furnishi to the Comptrolier Geceral such information
regarding the pwl'crs, duties, activities, org,.aniza-
tion. financial traws:nactio.,, and methods of bum-;iiess
of their re;l)('-tive offices as he may from time to
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time require of them: and the Comptroller General.
or any of his assistants or.employees, when duly
autllorized by him, shall. for the purposes of securing
such information, have access to and the right to
examine any books, documents, papers, or records
of any such department or establishment. * "

This statutory right of access to information is a necessary adjunct

to the obligation imposed upon the Comptroller Ceneral to "investigate

, , *all matters relating to the receipt, disbursement and application

of public funds -* * (31 U. S. C. §53, 42 Stat. 20; emphasis added.)

3. LEGISLATIVE REORGANIZATION ACT OF 1970, AS AMENDED
(31 U.S.C. §1151, et seq., P.L. 91-510, 84 Stat 1140):

This Act provides for the development, establishment and maintenance

of a standardized data processing and information system. 31 U.S. C.

§1151 states in part:

"The Secretary of the Treasury and the Director
of the Office of management and Bud,:et, in coop, ra-
tion with the Cpmptroller G;vneral of the United States,
shall develop,, Pstablish, and maintain, for use by all
Federal agencies, stan-dardized data processing and
information systems for fiscal, budgetary, and
program-related data and information. "

31 U.S. C. §1152'calls upon the Comptroller General to develop

and maintain standard terminology for Federal fiscal, budgetary and

program related data and information, and to assist congressional

committees in developing their information needs. In addition, 31

U.S. C. §1153 provides in pertinent part:
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"(a) Upon request of any committee of either
House, of any joint committee of the two liouses,
of the Comptroller General. or of the Director of
the Congressional Budget Office, the Sec'retary of
the Treasury, the Director of the Office of Manage-
ment and Budget, and the heads of the various
executive agencies shall--

(1) furnish to such committee or joint committee.
the Comptroller General, or the Director of the
Congressional B3udget Office information Ps to the
location and nature of available fiscal, budgetary,
and program-related data and information:

(2) to the extent practicable, prepare summary
tables of such data and information and any related
lnforriiation deemed necessary by such committee
or joint committee, the Comptroller General, or
the Director of the Congressional Budget Office;
* 4. *,. 1

Lastly, and most importantly for the purposes of this discussion,

31 U.S.C. S1154(a) provides:

"(a) The Comptroller General shall review and
evaluate the results of Government programs and
activities carried on under existing law when
ordered by eithei- House of Congress, or upon his
own initiative, or when requested by any committee
of the louse of Representatives or the Senate, or
any joint committee of the two Houses, having
jurisdiction over such programs and activities.

This latter provision must necessarily be read together with 31 U. S. C.

§54 providing for access to information in order for it to be effectuated.
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if. PRIMARY STATUTES AFFECTING REVIEW OF AGENCY

ACTIVITIES IN THE INTELLIGENCE COMMUNITY.

A. BOARDS AND COUNCILS:

1. National Security Council (NSC):

0 NSC intelligence Committee

. NSC Net Assessment Group

50 U.S. C. §402 establishes the NSC. Appropriations are

line Item in the appropriation for the Executive Office of the

President.

Review Restrictions: No apparent statutory restriction on

audit authority.

.2. Intelligence Resources Advisory Committee:

Established by November 5, 1971 Presidential Directive

*Probably funded by funds from Executive Office of the President

or NSC.

Review Restrictions: No apparent statutory restriction on

GAO audit authority, but this would 'depend'on source of

funds.

3. U. S. Jntellirence Board:

Same as Intelligence Resources Advisory Committee

(see above).
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4. Foreign Intelligence Advisory Board!

Established by section 5 of Executive Order 11460,

March 20, 1969.

Review Restrictions: No apparent statutory restrictions

on GAO audit authority.

3. AGENCIES:

1. Central Intelligence Acncy (CIA):

Established by 50 U. S. C. 403, et seq.

Review Restrictions:

a. 50 U. S,.C. §403j. (b) - Funds available to the CIA

1may be expended without regard to the
provisions of law and regulations relating to
the expenditure of Government funds; and for
objects of a confidential, extraordinary, or
emergency nature, such expenditures to be
accounted for solely on the certificate of
the Director and every such certificate shall
be deemed a suficient voucher for the amount
therein certified."

b. 50"U.S.C. §403f. (a):

In the performance of its functions CIA is authorized to

transfer to and receive from other Government agencies

such sums as may be approved by the Office of Management
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c. 50 U.S.C. §403g:

CIA is exempt from the provisions of any laws which require

the publication or disclosure of the organization, functions,

names, official titles, salaries or numbers of personnel

employed by the agency.

2. Defense lntclligency Agncy (DIA):

IEstablished by DOD Directive 5105. 21, August 1, 1961.

Appropriations may include those listed as "lntelligcnce and

Communications Activities" within the DOD appropriations.

review Ilestrictions:

A certain portion of the "Intelligence and Communications

Activities" funds arc set aside for use by the Secretary of Defense

"on his certificate of ncccssity for confidential military purposes g- "

P. L. 93-437, October 8, 1974. Otherwise, no apparent statutory

restrietim-; on GAO audit authority,

3. Armed ,crvices Intcllilcnce:

- Arm, nteli ence
- Navy Intellirence

- Marille Corps Intelli.-ence

- Air ]'orce Intrlli4encc
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Funds to support-intelligence activities are contained in the

appropriations for each of the military services.

Review Restrictions: A portion of the Services' funds are set

aside for "eierg-encies and extraordinary expenses to be expended

on the approval or authority of the Secretary of the [Service] and

payments may be made on his certificate of necessity for confidential

military purposes." See, e. g. , P. L. 93-437, October 8, 1974.

Otherwise, there is no apparent restriction on GAO audit authority,

at least with respect to the Arnfy and Air Force. Unlike these two

services, however, the Navy has a separate authorizing statute,

10 U. S. C. §7202(a) (which is specifically referred to in P. L. 93-437,

title 311) \vhich states:

"Within the limits of appropriations made for the -
purpose., the ,ecretary of the Navy may provide for
any cmerlency or any extraordinary expense that
arises in the .Department of the Navy and that can-
not be anticipated or classified. When it is so
provided in such an appropriation, the funds may be
spent on approval or authority of the Secretary for
any purpose he determines to be proper, and such
a determir.ation is final and conclusive up-nm the
accountin r officers of the United States. The
Secretary may certify the amount of any such
expenditure that he conis iders advisable not to
Fpccify, and his certificate is a sufficient voucher
for the expenditure of that amount. "

58-920 0 - 75 - 30
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4. National Security Agency (NSA):

National Cryptologic Command

Established by 50 U.S. C. 6402 (note), Public Law 86-36;

DOD Directive 5100. 23, May l-7. 1967.

ending: probably same as the Defense Intelligence Agency

(see above).

Review Restrictionc: (Section 6(a) of P. L. 86-36) With one

exception which is not pertinclit, no law shall be construed to require

the disclosure of the organization or any function of NSA, of any

information with respect to the activities thereof, or of the names,

titles, salaries or number of the persons employed by such agency.

In our letter to Senator Pk'oxmire dated May 10, 1974, Y3-179296,

we took the position thatithis section should not be construed as
/.

prohibiting GAO access on a confidential basis, but only as prohibiting

disclosure to the public at large.

.5. Depart'ment-of State - bureau of Intellio.nc& and Research:

review Restrictions: No apparent statutory restrictions

on GAO audit authority, but this would depend on the

source of the funds.
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6. Energy Research and Development Administration

P.L. 93-438, §104 (42 U.S.C. §5815) approved October 11, 1974,

abolished the Atomic Energy Commission. Prior to its abolition, 42

11.S.C. §2017 had provided that appropriations acts could specify portions

to be accounted for solely upon the certification of the commission. No

comparable provision appears in P.L. 93-438 (42 U.S.C. §5801 et seq.)

creating the Energy Research and Development Administration, P. L

03-438, 42 U.S. C. §5875 requires annual authorization of appropriations.

A of May 20, 1975, no appropriations statute has been passed for

E. 1) D. A., which is presently operating with funds transferred generally

from A. E. C. appropriations. It remains to be seen Whether the E. R D. A.

appropriations acts will contain provisions substantially similar to former

42 U.S.C. §2017(b).

7. Federal BJ3reau of Investigation:

Established by 28 U. S. C. §531 et seq., and funded by

annual appropriations.

review Restrictions: 28 U.S. C. §537 provides *that some F1

appropriations are available for expenses of unforeseen emergencies

of a confidential character, when so specified in the appropriation

concerned, to be spent under the direction of the Attorney General.

The Attorney General shall certify the amount spent that he considers

advisable not to specify. 1is certification is "sufficient voucher for

the amount * * * spent."
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Part B. -"The Right of Access of the General Accounting Office
to Intelligence Agency Data" (Congressional Research Service;
September 16, 1975).

THE LIBRARY OF CONGRESS

J0, Congressional Research Service

WASHINGTON, D.C. 20540

THE RIGHT OF ACCESS OF THE GENERAL ACCOUNTING OFFICE
TO INTELLIGENCE AGENCY DATA

The General Accounting Office (GAO) was created by the Budget and

Accounting Act of 1921. 42 Stat. 20; 31 U.S.C. 1 et seq. (1970). It was

vested with all the powers and duties of its predecessors, the six auditors

and the Comptroller of the Treasury. Since that time, several pieces of

legislation heve broadened its reporting requirements and auditing activi-j
ties. The GAO ,!as set up to be '"tIdependcnt of the executive depert-

2/
mcnte"; itk bie pnrpte. ore to "ctslt the Congress, its committees,

Dnrl its toier t.o carr4 rcit th&U'- eioai5stot-ve a. o ersceing rcspoiisibili-

ties, ccnsiotent v:ith its rol e an i .l2epeadent non-p.o1 tic31 agency in

tl:c Ic-i0!t1ve brcYn.; corry out legal, nccourting, editing, atv,, claims

i See: Government Corporation Control Acl, 59 Stat, 597 (i945); 31 U.S.C.
8141 et seq. (1970). Legislative Reorgani7ation Act of l9116, Section 206,
6o Stat.-37; 31 U.S.C. 60 (1970). Budget and Accounting Procedures Act
of 195 , 64 Stat. 932; 31 U.S.C. 65; 16 U.S.C. 452, 2; U.S.C. 270', 31 U.S.C.
2, ii, 14, 16, 14a, 1r%, 22-2k, 65-7, 581-581c, 62., 719, 947 (1970).
Legislative Reorganization Act of 1970, Title II, 1h Stat. 1.140; 31 U.S.C.
1151-57, 1171-76 (1970). Federal Election Campaign Act of 1971, 86 Stat.
3; 2 U.S.C. 1!31 et s , 47 U.S.C. 801 et s-a. (Supp. 1.973). Presidential.
Election Cempoign 'und Act, of i P/5f, 9OStet. 1539;26 U..S.C. 1096, 31
U.S.C. 071-73 (100). Prcsidrential Cnmpeign -iunc Ac'\85 Stat. 497 (1071';
25 U.S.C 0 o1 et see. (Supp. 1973)

2/31. U.s.C, 47 (1970)
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settlement functions with respect to Federal Govermnent programs and opera-

tions as assigned by the Congress; and make recommendations designed to make

Government operations more efficient and effective."

The mission of the GAO under the Comptroller General in the area of

investigations and reports is set out at 31 U.S.C. 53 (1970):

a) The Com~ptro.ler General shall investigate, at the
seat of government or elsewhere, all rotters rela-
tin to the receipt, disbursement, and application
of public funds, and shall make to the President
when requested by him, and to Congress at the be-
ginning of each regular session, a report in writ-
ting of the work of the General Accounting Office,
containing recommendations concerning the legis-
lation he may deem necessary to facilitate the
prompt and accurate rendition and settlement of ac-
counts, and concerning such other matters relating
to the receipt, disbursement, and application of
public funds as he may think advisable. In such
regular report, or in special reports Lt any time
when Congress is in session, he shall ake recom-
nendations looking to greater economy or effi-
ciency in public expenditures.

b) He shall nakp such investigations and reports as
shall be ordered by either House of Congress or by
any committee of either House having Jurisdiction
over revenue, appropriations, or expenditures. The
Comptroller General shall also, at the request of
any such committee, direct assistants from his of-
fice to furnish the committee such aid and informa-
tion as it moy reque.-t.

c) The Comirntroller General shall specially report to
Cohinress'every expenditure or contract node by any
denartn-nt or establishtn -n nny year jn viola-
tion f Thu.

Go\,ern::nent :.Pnirl l071,_'71 at !Y,I/ I IIi t C - S t at %S
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d) IlIe shl sub,,it to Congress reports uror. the ade-
quacy and effectiveness of the ad'rdniatrntivc ex-
amjnntion of accounts and claims in the respective
deprrt:aents an. eatobliehentr and upon the ade-
quncy cn'" effectiveness of lepo rt.ental inspection
of the offices an- accounts of fiscal officers.

e) He sh3l]. furnish such 5nfor ,*t'n relating to ex-
pcnditures and nccounting to the Buire ,u of the Bud-
get fnov: Office o< l:snagement and Budgetj as it
stay request from tire to time. June 10, 1921, c.
18, Title III, Sec. 312, 42 Stat. 25.

The Comptroller General is specifically assigned the task of making expen-

diture analyses of executive egencies and to furnish such reports to con-

gressional committees. No agencies are exempted in the statute (31 U.S.C.

60), which provides:

The Comptroller General is authorized and directed
to make an expenditure analysis of each agency in
the executive branch of the Government (including
Government corporations), which, in the opinion
of the Comptroller General, will enable Congress
to determine whether public funds have been eco-
nomically and efficiently administered and ex-
pended. Reports on such analyses shall be sub-
mitted by the Comptroller General, from time to
time, to the Committees on Government ONerations,
to the Appropriations Committees, and to the Leg-
islative Committees having Jurisdiction over leg-
islation relating to the operations of the re-
spective agencies, of the two Houses. Aug. 2, 1946, c753

Title II, Sec. 206, 60 Stat. 837.

Compliance by executive agencies with requests for information

and data from the Comptroller General is also required by statute (31 U.S.C.

54), and only one limitation is placed on the demands which may be made:

All departments and establishments shall furnish
to the Comptroller General such information re-
garding the powers, duties, activities, organi-
zation financial transactions, and methods of
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business of their respective offices as he may
from time to tine require of them; and the Comp-
troller General, or any of his assistants or
employees, ichen duly auLhorized by him, shall,
for the purpose of securing such information,
have access to and the right to examine any
books, documents, papers, or recordsof any such
department or establishment. The authority
contained in this section shall not be appli-
cable to expenditures made under the provisions
of section 107 of this Title. June 10, 1921,
c. 13, Title III, Sec. 313, 4i2 Stat. 26.

31 U.S.C. 107 (1970) provides that:

Whenever any sun of money has been or shall be
issued, from the Treasury, for the purposes of
intercourse or treaty with foreign nations, in
pursuance of any law, the President is author-
zed to cause the same to be duly settled an-
nually with the General Accounting Office, by
causing the sne to be accounted for, speci-
fically, if the expenditure may, in his judg-
ment, be ade public; and by making or causing
the Secretary of State to make a certificate
of the amount of such expenditure, as he may
think it advisable not to specify; and every
such certificate shall be dened a sufficient
voucher for the sum therein expressed to have
been expended. R.S. Sec. 291; June 10, 1921,
c. 18, Title III, Sec. 304, 4P Stat. Ah.

31 U.S.C. 1P7 (a) provides for the dejetaation of the authority to account

by certificate:

The Secretyn_ of State imoy delegate to subor-
dinate officials the authority vested in him
by section 107 of this title pertaining to
certification of expenditures. Aug. 5, 1953,
C. 328, Title I, Sec. 101, 67 Stat. 368.

The authority of the President to so spend on certificate alone derives from

the Act of February 9, 1973, c. 4, Sec. 2, 1 Stat. 300. While this is the

only such spending specificni!y exempted under 31 U.S.C. 54, other legisla-
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tion has been pasced which authorizes certificate spending for other

agencies as wel..

Despite language seeming to bestow very broad authority upon the

GAO to gain access to executive agency data, there are two provisions of

law vhi.ch reveal a degree of recognition that procedures may have to be

tailored in some measure to th_ part icular agency under scrutiny. In its

"declaretion of rolicr " in the Aecounting and Auditing Act of 1950, Con-

gress declares as policy that "/7_7 ull consideration be given to the needs

and responsibilities of both the legislative anC executive branches in the

establishment of accounting and reporting systems end requirements." 31

U.S.C. 65 (b) (1970). The scope of GAO inquiry is to some degree to be a

decision of the Com ptroller General.

It is declared to be policy that "Le:J emphasis be placed on effect-

ing orderly improvements resulting in simplified and more effective account-

ing, financial reporting, budgetinG, and auditing requirements and proce-

dures and on the e].i::-ination of those which involve duplication or which do

not serve a purpose commensurete vith the costs involved." (Italics added)

31 U.S.C. 65 (C) (1970). And 31 U.S.C. 61(a) (1970) reinforces this policy

of vesting sone discretion in the Cooptroller General:

Except vs otherwise specifically Drovided by laws:,
the Linoncial transactions of each executive, leg-

islntive, and judiciel agency, including but not
limited to th: accounts of account,.h)c officers,
sha-2! bc aul--"to(I bo., th : Ocerc1 1cecounl-tif,[ OfCfi(ce

i rcc.:.n'-nce ,it such rrinciplcs. 2nd rroccuren
,nC. unea-r s,.ch riica- end re-ulstio:c s en be
nrescribed b' "h Cor ptrol.er Cener! .f the
LT].it& Stetes . Ir ~hc .eter.ilntAon -;f -u]ting
-r:)cctvre£' to 'e follo,crl -nc the cx-tent of
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e::-mination cf voichec s and othe-' Cccu-ents, the
Co.atrollrer General hall give due re-ard to
generally accepted principles of auditing, in-
cluding consideration of the effectiveness of ac-
counting krganizatlons and systems, internal ati-
dit and1 control, and, related ad-iinistrative prac-
tices of tc respective agencies. Sept. 12, 1950,
c. 91:6, Title I, pt. I!, Sec. 117, 64 Stat. 837.

l1ov;hcre in the statutory language of the laws setting up and prescribing the

duties nnd functions of the GAO is there any reference to a specific excep-

ticn in the case of agencies fanctioning in the area of intelligence col.-

lection or other intelligencc-related activities.

There are, hov.ever, statutory exceptions to be found in the !egis-

Iction pcrtaining to intelligence agencies themselves as :el] as other exe-

cutive departments. The CIA is so exemptc6 under 50 U.S.C. 403 (j) (b)

%1hich provi (Is:

The sum ,rode available to the Agency nay be ex-
rended v,,thcut regard to the promvisiuns o^" lai
end reguetiont relating to the ex-enditure of
Government ftUndS; aaC for objects of a confiden-
tial, extraorO*nai-, or E mergency nature, such
e>iendli Aces rr) be accented for solely on the
certi.7icate ul the Director and every such cer-
'if.ente shall. be deemed a sufficient voucher
for the o:nmin, therein certified. Jume P0, 1.9-4,

,Soc. 0, forv, erly See. lC, '3 Stat. lP,
ren ubercc July 7, i05, Iuh. L. 35-507, Sec. 21
(b) (2), 72 Stet. 337.

Certl.ficate spending by the Federe) Eureau o2 Investigation is provided for

in limited cireunstnnces at .... U.S.C. 537:

Appropriations for the Federal Bureau of Investi-
gation are available for expenses of unforeseen
emergencies of a confidential character, vhen so
specified in the appropriation concerned, to be
spent under the direction of the Attorney General.
The Attorney General shal.l certify the amount
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spent that he considers advisable not to specify,
and his certification is a sufficient voucher for
the amount therein expressed to have been spent.
Added Pub. L. 89-554, Sec. 4(c), Sept. 6, 1966,
80 Stat. 617.

The National Security Agency (N.S.A.)is protected under Pub. L. 86-36,

MAY 29, 1959, 73 Stat. 63, Section 6:

(a) Except as provided in subsection (b) of this sec-
tion, nothing in this Act or any other law includ-
ing but not limited to, the first section and sec-
tion 2 of the Act of August 28, 1935 (5 U.S.C.
65 4) ) shall be construed to require the disclo-
sure of the organization or any function of the
National Security Agency, of any information with
respect to the activities thereof, or of the names,
titles, salaries, or number of the persons em-
ployed by such agency.

(b) The reporting requirements of sectLn 1502 of Title
1.0, United States Code, shall apply to positions
established in the National Security Agency in the
manner provided by section 4 of this Act.

112 U.S.C. OI7(b) covers the Atomic Energy Conu.ission:*

Any Act appropriating funds to the Co.mission may
appropriate specified portions thereof' to be -oc-
counted for upon the certification -f' the Commis-
sion only.

Several other statutory restrictions unon the audit authority of the GAO in

nor-intelligence-related areas have been enacted by Congress, frequently in

the form of certificate spending provisions.

_/ See Lefislation Relating To The Functions And Jurisdiction Of The General
Accounting Office, prepared by the Office of the General Counsel, General
Accounting Office. January 1973. Chapter C. "Restrictions on Audit Author-
ity." See Appendix.

*AEC functions have now been transferred to the Energy Research and Develop-
ment Administration and the Nuclear Regulatory Commission.
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Re:rding the CTA provision the Ceneral Counsel's Office of the

C.AO has stated thpt "folloc:inr the enactment of the Central Tntell.gence

Agency Act of 19419, the then Director of the A ,ency requested that, not-

withstanding the very broad and unusual powers granted to the Central In-

telligence Agency by the Act, an audit of expenditures at the site, as

previously performed by the General Accounting Office, be continued. Ac-

cordingly, the General Accounting Office continued to make audits of vou-

chered expenditures, under the same arrangements that were in effect with

the predecessor Central Intelligence Group...However, in view of the provi-

sions of section 8 of the Central Intelligence Agency Act, and the lack of

access for any substantive review: of agency policies and of its practices5/!
and procedures, an audit of voucher expenditures is not now being made."

In a letter to Senator William Proxmire, dated May 10, 1974, the then Act-

in- Comptroller General explained the sequence of events leading to the

present policy:

Subsequent to the enactment of the Central Intel-
ligence legislation, we broadened the type of audit we
made of the activities of most Covernment agencies. !,7e
adopted the "cDrnprehensive audit" approach under which
ve construed an agency's financial responsibilities as
includin- the expenditure of funds ond the utili7ation
of property and personnel in furtherance of authorized
programs or activities in an efficient, economical, bnd
effective manner. We concluded in 1959 that this
broader type ol audit was appropriate for our work at
the CIA and was more likely to be productive of evalua-
tions which would be helpful to the Congress and the
Agency Director. We a. so determined that the previous

/ Id., at C-3
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limited audit work at CIA should not be continued. In
the fall of 1959, we agreed with the then Director of
Central Intelligence to broaden our audit efforts at
CIA on a trial basis.

In 1961, after the trial period, we -concluded
that under existing security restrictions on our audit
of CIA activities, we did not have sufficient access
to make comprehensive reviews on a continuing basis
which would produce evaluations helpful to the Congress.
We further determined that continuation of the limited
financial audit effort which we had conducted in prior
years at the CIA would not serve a worthwhile purpose;
we therefore proposed to cease all activities at the
Agency. At about this same time the Agency was engaged
in a major reorganization ad strengthening of its comp-
troller ar-i internal audit functions. Concurrence in
our proposal to terminate all audit efforts was forth-
coming in 1962, and since that time we have not conducted
any reviews at the CIA nor art reviews which focus spe-
cifically on CIA activities. 9

Little in the way of legislative history is available on the CIA

statutes due to the secret nature of the activities of the Agency. Both

the National Security Act of 1947 and the Central Intelligence Agency Act

of 1949 were considered in executive sessions by the congressional commit-

tees concerned. Background material controlled by the Executive Branch is

generally classified and therefore not available. But it seems clear that

the provisions exempting the CIA from normal government procedures in the ex-

penditure and accounting of funds were intentionally broad. In introducing

the Central Intelligence Agency Act of 1949, Representative Sasscer of

Maryland stated:

Finally we have provided in this bill some basic
appropriations language to which the Government Account-
ing Office and the budget and fiscal offices of the
Agency can look in the expenditure of funds. Much of

121 Cong. Rec. S-1773 (1975)
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this language is necessary, for without it the expendi-
ture of funds for the purposes set forth herein cannot
be allowed. In addition, we have provided the legal
basis for the granting to the Agency authority for the
spending of those unvouchered funds which the Appro-
priations Committee of the House will earmark, and
without which there can be no successful operation of
an intelligence service.

It was pointed out by the Acting Comptroller General in his letter to Sena-

tor Proxmire that over 200 bills have been introduced in the last two de-

cades which sought to make the CIA more accountable to the Congress. The

failure of those proposals is seen by some as evidence that Congress did

indeed intend to grant the CIA extraordinary authority in the conduct of

its intelligence mission. In United States v. Richardson, 418 U.S. 166

(1974) the Supreme Court found that there was no standing in a suit to com-

pel the Government to give information on how the CIA spends its funds

(status as a taxpayer had been asserted as providing standing), but in so

holding acknowledged that the CIA is not the only agency protected by a

statute such as 50 U.S.C. 403 (j)(b), which: "provides different account-

ing and reporting requirements and procedures for the CIA, as is also done

with respect to other governmental agencies dealing in confidential areas."

(at 175)
The experience of the GAO with regard to N.S.A. has been somewhat

different from that with the CIA. Limited audits have been conducted of

that Agency, but those limits are strict. The GAO conducts three types of

audits: 1) Audits of financial operations and legal compliance; 2) audits

of efficiency and economy of operations; and 3) audits of program results.

These have been described by the GAO-in the following manners

Y/ 95 Cong. Rec-. 19145 (199)
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1) An audit of financial operations and legal compliance
,..is an audit of financial transactions, accounts,
and reports and of compliance with applicable laws
and regulations. The audit includes enough work to
determine whether:

- The agency controls and accounts effectively for
its funds, property, and other assets; its liabili-
ties; and its revenues and expenditures.

- The agency keeps adequate accounting records ac-
cording to the principles, standards, and related
requirements prescribed by the Comptroller General.

- The agency's financial reports show fully and
fairly its financial condition and the results of
its operations and provide adequate financial in-
formation for use by managers.

- Tie agency's accounting system provides:
1. A basis for settling accountable officer's

accounts.
2. Reliable information for use in preparing

budget requests, controlling the budget,
and furnishing financial information to
the Office of Management and Budget.

3. Information required for the Government's
central system in the Treasury Department.

- The agency is complying with the laws and regulations
governing the receipt, disbursement, and application
of public funds.

2) Audits concerned with efficiency and economy in the use of pub-
lic resources: Policies, procedures, and transactions are ex-
amined-1) to evaluate the efficiency, economy, and legality
with which an agency carries out its programs and activities
and uses financial, property, and personnel resources and 2)
to develop recommendations for improvements.

Specifically, these audits inquire into such matters as the:
- Need for goods or services provided or pro-

cured.
- Reasonableness of costs incurred or expendi-

tures rde.
..- Adequacy of safeguards over and care of re-

sources acquired.
- Proper Utilization of resources.
- Adequacy of revenues received for goods or ser-

vices sold.
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3) Audits of program results would be concerned with inquir-
ing into whether desired results or benefits are being
achieved an-" whether the objectives established by the Con-
gress are being met. The scope of an audit of program results
often considers such additional factors as whether:

- Management weaknesses adversely affect the
achievement of desired results.

- Alternative approaches might achieve pro-
gram objectives more effectively or at a
lower cost.

- Benefits or detriments are resulting that
were not contemplated when the program was
established.

- The Congress should reconsider the program
objectives in the light of experience.

In the case of the Nat-onal Security Agency only the first type of

audit has regularly been conducted by the GAO. On site audits of vouchers

end accounts have been performcd by permanently assigned GAO staff members

since 1955. Those directly involved were required to obtain special secur-

ity clearances in order to conduct their audits. The Acting Comptroller in

his letter to Senator Proxmire pointed to four problems which are presented

by the requirement of security clearances: 1) the clearance is expensive,

2) requires at least 6 or rore months to complete, 3) for certain operations

higher level clearances might-be necessary, and 4) the results of the work

performed would be highly clsssfied and severely limited in distribution.

He went on to state that GAO has been "advised that the required clearance

for work at N.S.A. will generally be acceptable for performing similar vork

at other organizations (other than the CIA) within the intelligence commu-

nity.

8/ The General Accounting Office, Answers to Frequently Asked Questions, United

States Government Printing Office: 1973. Nos. 16, 17, 16, 19.

2/ 121 Cong. Rec. S-1774 (1975)

10/ Id.
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But the clearance matter is still the stumbling block, and the CIA is apparent-

ly more reluctant to grant such clearances than other agencies. The nature of

a clearance itself poses additional difficulties:

The problem of obtaining proper security clerances is
a major obstacle to our work. Hence, for example,
vhile many of our staff have clearances for 'Top Secret'
defense data and 'Atomic Energy Restricted' data, these
are not considered sufficient for access to all intel-
ligence data. In each case the "need to knowi" test is
applied and the deeper me hove tried to delve into the
working of the intelligence co, \munity, the more diffi-
ciLlt the test beco-Les. We have been told that within
the Defense intelligence community there mJould be over
100( separate clearances involved if one person were to
coin access to the entire cur ntinty . l1

The conclusion reached by GAO is that "a strong endorse-&ent by thce congressional

oversight co-iArttecs vil. be necessary to open the doors to intelligence (late

vide enough to encble us to perforri any rely meaningf,10, reviews of intelli-

gence ativities."

Criticism of the CIA in this area has not been infrequent:

Since GAO provides the mechanism through which
Congress normally audits the executive agencies whose
budgets it authorizes, the failure of the CIA to co-
operate with GAO auditors and investigators presents
an extremely serious problem. The intelligence sub-
committee staffs do not have the capacity to audit a
a billion-dollar budget such as the CIA's, while GAO--
was established precisely to perform such audits for
Congress. Thus, by not cooperating with GAO, the CIA
effectively forecloses Congress from auditing its
books.1

12/ 7 New York University Journal of International Law and Politics 493, 519.
(Winter: 1974).

58-920 0 - 75 - 31
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Representative Bob Eckhardt of Texas has introduced legislation aimed at curb-

ing the discretion inherent in certificate spending procedures. H.R. 15P3,

94th Cong., 1st Seas. (1975) would add to the Budget and Accounting Act of

1921 the following paragraph:

(b) Notwithstand.ng any provision of law heretofore en-
acted permitting an expenditure to be accounted for
solely on the approval, authorlation, or certifi-
cate of the President of the United States or the
hend of a department or establishment, the Comptrol-
ler generall shall, be furnished such information re-
lating to such expenditure as he may request and ac-
cess to all necessary books, documents, papers, and
records, relating to such expenditure in order that
he may determine whether the expendi-ture was, in
fact, actually rrde and whether such expenditure was
authorized by law. The provisions of this paragraph
shall nnt be superseded except by a provision of law
enacted after the date of enactment of this paragraph
and snecifica.ly repealing or morf.yin;: the provi-
sions of this paragrap1-.

To the extent tht this bill si-qq at curbing activities n' the Intelli ence

com-iunity, it sh-ul.d he rei-inbereO. thnt prior to this Conrc ,ss mcrsures de-

signed~ to in any u:ny "'vatchlog" the intol. ignce organi7ftIons beyond pre-lent

safeGuarcds hove met with little succcsp. In '.95, Senntor !,13ke I nsfield of

tIontntA introduced S. Cong. Pes. P, PI:th Cong., Pd Fess, v h.ich brought to

estahlish a Joint Co-u ittee on Central Tntel1li-ence. This effort to esteb-

.ish a con-ittee to make continue,' studies of the activities of the CIA

which that agency would have to kcep fully and currently informed, was voted

down P7-59 after lengthy debate. And in 1966 an effort to create n Senate

Committee on Intelligence Operations also was defeated. Such efforts have

led the GAO to conclude that "although the question of whether the Congress

exercises adequate oversight concerning the Intelligence community has been

raised a number of times, the determination made in 1949 that Congressional

oversight would be limited to reviews by the relatively few members who



477

CRS-15

serve on certain designated committees or subcommittee remains unchanged."

Until Congress takes positive measures to indicate that the Comptroller

General is obligated to go further in auditing and reporting on the activi-

ties of intelligence agencies it is both unlikely that he will attempt to do

so, or that the agencies themselves will feel any greater obligation to pro-

vide data requested.

121 Cong. Rec. S-1773 (1975)

Kent M. Ro, 41vde
Legislative Attorney
American law Division
September 16, 1975
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Part C.- Letter of May 10, 1974, from R. F. Keller, Acting Comp.
troller General of the United States, to Senator William
Proxmire, and subsequent correspondence between William E.
Colby and Elmer B. Staats.

COMPTROLLER GENERAL OF THE UNITED STATES
WASHINQTON. D.C. an

May 10, 1974

The Honorable William Proxmire

United States Senate

Dear Senator Proxmire:

In a letter dated January 24, 1974, you requested our
assistance in reviewing the extent of Congressional oversight
and control over the operations of the United States intelligence
community. You consider the following agencies as part of the
intelligence community: the Central Intelligence Agency; the
Defense Intelligence Agency; the National Security Agency; the
intelligence components of the Army, Navy and Air Force; the
Federal Bureau of Investigation; the Department of the Treasury;
the Atomic Energy Commission; and the Bureau of Intelligence and
Research of the Department of State.

Under the Constitution of the United States the Congress is
empowered to raise and support armies, provide and maintain a
Navy and make rules for the Government and regulation of the
Armed Forces. Art. I, Sec. 8, Cls. 12, 13 and 14. Clause 18 of
Article I, Sec. 8 of the Constitution empowers the Congress "(T]o
make all Laws which shall be necessary and proper for carrying
into Execution the foregoing Powers, and all other Powers vested
by this Constitution in the Government of the United States and
in any Department or Officer thereof."

Pursuant to its constitutional authority, the Congress has
enacted numerous statutes dealing with national security. We
will concentrate herein on the two statutes cited in your letter.

On July 26, 1947, there was signed into law the National
Security Act of 1947, Pub. L. 80-253, 61 Stat. 495, as amended,
50 U.S.C. 401, et seq. Generally thatiact established a federated
agency, the National Military Establishment, to coordinate the
three separate-executive departments of the Army, Navy and Air
Force, each to be headed by a civilian secretary. Outside the
National Military Establishment, but somewhat closely related to
it, three other agencies were created by the act: the National
Security Council, t~le-Central Intelligence Agency, and the
National Security Resources Board.

The National Security Council (Council) was established to
advise the President with respect to the -integration of domestic,
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foreign and military policies relating to the national security
so as to enable the military services and the other departments
and agencies of the Government to cooperate more effectively in
matters involving the national security. As suc% it is generally
the President's chief policy advisor in national security matters.
It also assists the President In implementing that policy. As
established by that statute, the Council consisted of the President,
the Secretary of State, the Secretary of Defense, the secretaries
of the three services, the Chairman of the National Security
Resources Board, and certain enumerated persons when appointed by
the President by and with the advice and consent of the Senate
to serve at the President's pleasure. The composition of the
Council has since been altered slightly.

Established under the Council is the Central Intelligence
Agency (CIA). The purpose of this agency is largely to coordinate,
under the direction of the Council, the intelligence activities.
of the several Government departments and agencies in the interest
of national security. In addition to its coordination functions
the CIA performs such other functions and duties related to intelli-
gence affecting the national security as the Council may from
time to time direct.

The National Security Resources Board, which was abolished
by statute in 1954 (act of September 3, 1954, 68 Stat. 1226,
1244), was composed of a Chairman and such heads or representatives
of the various executive departments and independent agencies as
may be designated from time to time by the President. Its purpose
was to advise the President relative to the coordination of military,
industrial and civilian mobility and certain other matters.

On June 20, 1949, the Congress enacted Public Law 81-110, which
is known as the Central Intelligence Agency Act of 1949, 63 Stat. 208
as amended, 50 U.S.C. 403a-403J. The purpose of this legislation
generally is to. grant to the CIA the necessary authority for its
proper and efficient administration. Previously the CIA had been
operating under the 1947 Act which did not grant the CIA "the
authorities necessary for its proper administration." As a result-
*of 'questions raised by this Office and other agencies as to the
legalty-of some of the CIA's activities, Congress decided to spell
out the manner in which the agency would be administered. Public
Law 81-110 deals wit!, among other things, procurement authority,
travel and allowances for CIA personnel, methods of expenditures
of appropriated funds, and o-her related authorities connected with
the agency's administration. Other provisions enable the agency to
protect its confidential functions. In passing this act the Congresi
recognized that some of its provisions were of an unusual nature but
determined that they were nonetheless necessary to the successful
operation of an efficient intelligence service.
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Your inquiry first requests us to review the oversight
authority of Congress in relation to the aforementioned acts
and the intelligence community as a whole. Through the
exercise of the "power of the purse" given to it by the
Constitution, the Congress, in our view, is entitled to any
information on the expenditure of funds which it wishes to
receive from the executive branch of the Government. Whani
denied desired data the Congress may deny funds to the agency
involved until such information is forthcoming; Within the
limits of this ultimate power the Congress may establish the
rules with respect to its access to information and materials
held by the executive branch.

In enacting the above-cited statutes the Congress did
not specifically address itself to the question of the kind
and amount of oversight and control which it would exercise
over the intelligence community, other than giving the
community, under the direction of the CIA, authority to keep
its operations from becoming public.

However, the attitude of the Congress with respect to
its oversight functions, at that time, can be seen in its
consideration of the Central Intelligence Agency Act of
1949 CCIA Act). In hearings held by the House Committee on
Armed servicess on February 23, 1949, on H.R. 1741, H.R. 2546,
and H.R, 2663, the Chairman stated:

"Now, of course, we all recognize the purpose
of -tis bill. Of course, there is a great deal of
matte. that we cannot discuss here, and we cannot
discuss on the floor of the House. We will just
have tc tell the House they will have to accept our
judgment and we cannot answer a great many questions
that might be asked. We cannot have a Central
Intelligence Agency if you are going to advertise'
-it and all of its operations from the tower (of the
Empire State Building];" pp. 486-487.

In its report of February 24, 1949, to the House on
H.R. 2663, the Committee set forth an explanation of certain
sections of the bill. It concluded, however. that:

"lThe report does not contain a full and detailed
explanation- of all of the provisions of the proposed
legislation in view of the fact that much of such
information is of a highly confidential nature. How-
ever, the Comuittee on Armed Services received a
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complete explanation of all features of the proposed
measure. The committee is satisfied that all sections
of the proposed legislation are fully justified."
House Rept. 81-160, p. 6.

The House considered the Committee report on 'Harch 7,
1949. (See Cong. Rec. (daily ed.) pp. 1982-1990.) Objection
was raised at that-time to the failure of the Committee to
inform the House as to the full implications of the bill under
consideration. For example, Mr. Celler stated in pertinent
part:

"Mr. Speaker, although I do not like the hush-
hush business surrounding this bill, I shall not
oppose it. Certainly if the members of the Armed
Forces Committee can hear the detailed information
to support this bill, why cannot our entire member-
ship? Are they the Brahmins and we the untouchables?
Secrecy is the answer. What is secret about the
membership of an entire committee hearing the lurid
reasons? In WashingCon three men can keep st secret
if two men die. It is like the pld lady who said,
'I can keep a secret but the people I tell it to
cannot.'" p. 1985.

The Senate on May 27, 1949, amended and passed the bill
(H.R. 2663) as passed by the House. The Senate debate (Cong.
Rec. (temp. ed.) pp. 7082-7090) reflects the knowledge of that.
body that it was not being given a full explanation of all of
the provisions of the bill. Despite this lack of knowledge
on the part of both Houses of Congress, the conference report
was agreed to and the bill passed both Houses and was signed
by the President.

Inasmuch as the Congress as a whole was not given a de-
tailed explanation of the provisions of the CIA Act of 1949
or of the underlying information which prompted the legislation,
it seems that the Congress expected its oversight over the CIA '
to be handled by the appropriate committees in secrecy;consistent
with the manner in which the bills which were enacted into this
*legislation were handled.

Since that time, however, there has been extensive and
increasing concern on the part of various members of the Congress
with the level of oversight and independent surveillance over
the intelligence community. The question of whether the Congress
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was giving sufficiently serious consideration to the
constitutional provision that no money may be spent from
the public treasury without congressional approval was the
subject of a major Senate debate in 1956. The debate was
triggered in part by the 1955 Hoover Commission Study which
expressed concern about the absence of congressional and
other outside surveillance of Government intelligence
activities.

Senator Mansfield introduced a bill--with 34 cosponsors--
for a joint committee on intelligence. The Senate Rules
Committee majority concluded that while secrecy-is essential
for certain intelligence community operations, a wide area
of intelligence activities constituted proper grounds for
congressional review; and reported the bill favorably out of
the committee.

A strong administration opposition to the bill caused 14
of the original cosponsors of the bill to reverse their positions
and the bill was defeated by a vote of 59 to 27, with 10
Senators not voting.

In 1960 two events resulted in congressional attention
being given to the subject issue.

Shortly after the U-2 incident the Senate considered, but
did not pass, a proposal for a major reorganization of the
policy-making machinery of the executive branch, which provided
for, among other things, the transfer from the CIA of all non-
clandestine intelligence collection, and the establishment of a
joint committee of the Congress on the CIA.

The House, shortly thereafter considered a resolution--
triggered by the suspected defection of two NSA employees--to
authorize the House Committee on Un-American Activities to
conduct a full and complete study of each of the intelligence
agencies. The House adjourned without passing the resolution.
However, the Chairman of the Armed Services Committee did name
a three man subcommittee to conduct, without publicity, a
complete investigation of the intelligence agencies.

In 1966 the subject issue was again debated in the Senate.
Consideration of more systematic congressional surveillance
of intelligence activities was focused by a *roposed Senate
resolution calling for an investigation by the Senate Foreign
Relations Committee of American foreign intelligence activities.
The proposal was referred to the Foreign Relations Committee,
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where it was approved by a vote of 14 to 5. After consid-
erable debate the Senate voted--61 to 28--to" send the
resolution to the Armed Services Committee but no action
was taken on the bill. However, the Chairman of the Armed
Services Committee did invite selected members of the Foreign
Relations Committee to attend all intelligence subcommittee
sessions.

In the past two decades, more than 200 bills aimed at
making the CIA more accountable to the Congress have been
introduced.

Thus, although the question of whether the Congress
exercises adequate oversight concerning the intelligence

-omm ity has been raised a number of times, the determination
made in 1949 that Congressional oversight would be limited to
reviews by the relatively few members who serve on certain
designated committees or subcommittees remains unchanged.

You also requested that we provide you with an opinion
as to the legality of the Council's issuing classified direc-
tives to the intelligence community based on the CIA Act of
1949 and the National Security Act of 1947, if the directives
deal with subjects, such as instructions to engage in covert
activities not considered in the original legislation. You
also ask whether the terms of subsections 102 (d)(4) and (5)
of the National Security Act, 50 U.S.C. 403(d) represent "a
totally open ended provision" and whether the Council must
make all directives issued pursuant to those subsections
available to the Congress.

The relevant portions of section 102(d) provide:

"(d) For the purpose of coordinating the intelligence
activities of the several Government departments and
agencies in the interest of national security, it shall
be'the duty of the Agency (CIA], under the direction
of the National Security Council--

"(4) to perform, for the benefit of the existing
intelligence agencies such additional services of
common concern as the National Security Council
determines can be more efficiently accomplished centrally;
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"(5) to perform such other functions and.
duties related to intelligence-affecting the
national security as the National Security Council
may from time to time direct."

As noted above, the Council is the President's chief
advisor on national security policy and it also is respon-
sible for assisting in implementing that policy. The
Council acts generally through the issuance of instructions
or directives to the agencies within the intelligence
community. Inasmuch as the Council is endowed with broad
authority in this area, it may issue directives-dealing with-
virtually any subject dealing with national security and
United States intelligence operations. While the statute
does not explicitly mention "covert operations and activities,
it seems cJ.ear that those operations and activities are part
of the national security intelligence operations which are
within tho Council's jurisdiction.. Of course, the Council
may not direct an agency to perform duties proscribed by
statute. Thus, for example, the CIA may not undertake in-
ternal security functions. See subsection 102(d)(3) of the
NSA Act of 1947 (50 U.S.C. 403(d)(3)).. Copies of the
Council's directives apparently would be available to the
Congress in accordance with the discussion above of congress-
ional oversight of intelligence operations.

Finally, yuu have asked for a review of GAO's right to
review, audit or otherwise examine the programs and operations
of the various intelligence agencies. Also, you request
information on the success we have had in obtaining information
from and about the intelligence community, the staff support
we could provide to the oversight committees and the problems'
which might attend.congressional requests for investigations
in the intelligence field.

The basic audit authority of this Office is contained in
the Budget and Accounting.Act, 1921, and the Accounting and,
Auditing Act of.1950t Pursuant to these and other statutory
authorities the audit authority of the General Accounting
Office extends generally to the expenditures of the various
departments and establishments. There are, however, exceptions
provided by law, including a fairly substantial number of
instances where expenditures are accounted for solely upon a
certification by the head of the department or establishment
involved. For example, expenditures of a confidential, extraor-
dinary or emergency nature by the CIA are to be accounted for
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solely on the certificate of the Director of Central
Intelligence. 50 U.S.C. 403j(b). Sometimes such restric-
tions are contained in appropriation acts. For .example,
annual appropriations for the Federal bureau of Investigation
have included funds to meet unforeseen emergencies of a
confidential character to be expended under the direction
of the Attorney General and accounted for solely on his
certificate.

Overall we have had relatively-limited contact vith the
intelligence community. However, we have had sufficient con-
tact to enable us to identify certain problems ae would have
in obtaining information from and about intelligence organiza-
tions. Underlying these problems Is tho extremely high degree
of sensitivity attached to intelligence matters and the desira-
bility within the Intelligence community of reducing the risk
of leakage by minimizing the number of people having access to
such matters. Part of this latter factor, which also entails
a relatively considerable expenditure of time and money in
obtaining necessary security clearances, is that the intelli-
gence community restricts the numbers of clearances it will
issue to us. Generally to carry out.a survey or review in a
timely manner, develop a report and process it through Office
review channels requires effort on the part of a relatively
large number of people. Our experience indicates, however,
that we will be issued only _# few clearances on a given intelli-
gence subject--not nearly enough to allow us to do the type of
job we normally expect to do. Of course, we try to streamline
our procedures as much as possible in handling these matters.
Another problem is working out arrangements acceptable to all
parties for distributing any of our final products to the
Congress.

Following enactment of the Central Intelligence tency
Act of 1949, the then Director of the Agency requested that
notwithstanding the very broad and unusual powers granted to
the CIA-by the Act, an audit of expenditures at the site, as
previously performed by GAO, be continued. Accordingly, our
Office continued to make audits of vouchered expenditures under
the same arrangements that were in--effect'with the predecessor
Central Intelligence Group. However, in view of the provisions
of section 8 of the Act (formerly section 10), no exceptions
were taken to any expenditures; in those cases where question-
able payments came to our attention, we referred the matter to.
the CIA Comptroller's Office for corrective action. In using
the term "questionable payments," we meant any-expenditures
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Vhich, except for former section 10(a) of the Act, appeared
to be proper or Illegal either under law or under the
decisions of the Comptroller General. In our audit work,
we did not make substantive reviews of Agency policies, nor
of Its practices and procedures; further, we made no audit
of expenditures of unvouchered funds.

Subsequent to enactment of Central Intelligence legis-
lation, we broadened the type of audit we made of the
activities of most Government agencies. We adopted the
tcouprehensive audit" approach under which we construed an
agency's financial responsibilities as including the expendi-
ture of funds and the utilization of property and personnel
in the furtherance of authorized programs or activities in
an efficient, economical and effective manner. We concluded
in 1959 that this broader type of audit was appropriate for
our work at the CIA and was more likely to be productive of
evaluations which would be helpful to the Congress and the
Agency Director. We also determined that the previous limited
audit work at CIA should not be continued. In the fall of
1959, we agreed with the then Director of Central Intelligence
to broaden our audit efforts at CIA,.on a trial basis.

In 1961, after the trial period, we concluded that under
existing security restrictions on our audit of CIA activities,
we did not have sufficient access to make comprehensive reviews
on a continuing basis which would produce evaluations helpful
to the Congress. We further determined that continuation of
the limited financial audit effort which we had conducted in
prior years at the CIA would not serve a worthwhile purpose;
we therefore proposed to cease all activities at the Agency..
At about this same time the Agency was engaged in a major
reorganization and strengthening of its comptroller and inter-
nal audit functions. Concurrence in our proposal to terminate
all audit efforts was forthcoming in 1962, and since that time
we have not conducted any reviews at the CIA nor any reviews
which focus specifically on CIA activities.

At this point, it might be useful to relate some of the
activities and problems we have had in relation to the
intelligence community.

One of our divisions, the Procurement and Systems Acquisition
Division (PSAD, has attempted to engage in several reviews in
the intelligence area. For example, in June 1973, it planned
to make a survey at a Department of Defense field installation
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but access was blocked because of the sensitive nature of
work being performed there. Instead, DOD suggested that
the Division Director first obtain a special clearance, get
a briefing on the installation, and then decide what GAO's
course of action should be. He immediately requested clear-
ane for himself and an Assistant Director. Even though
both had Top Secret and AEC "Q" clearances, a new "full
field" investigation was required for the special clearance
involved. They have not yet received the clearances, and
consequently have obtained no information about the instal-
lation other than its name.

In another instance, this division had one of our
regional offices make a survey at a DOD field installation
having responsibility for analyzing data contained in
foreign country technical publications. The survey proceeded
vell until our requests for information apparently reached
the sensitive stage. A meeting was then held with a high
intelligence official in Washington at which time the
conditions under which we could continue our work were out-

.. lined. The official seemed to be very cooperative and
offered to accelerate the special clearance procedure so
long as no more than 3° or 4 staff members were to be cleared
and assigned to intelligence work for several years. It
appeared to us that we would not have full control over the
direction of our effort. Because of this and other factors
we decided to terminate the survey.

On another assignment, initiated at the request of a
Senate Armed Services subcommittee, we attempted to compare
the Soviet and U.S. expenditures for military research and
development. We had good cooperation from DOD, including
access to some intelligence reports, due at least partially
to the existence of a congressional request. But even so,
we were not able to see all the intelligence reports used by
DOD in making its own comparison'. The intelligence community
refused to provide us with the reports or to work with us
directly.

Our Tnternational Division has the most contact with
and concerning the intelligence community. The International
Division has had contact with the Central Intelligence
Agency directly or indirectly in connection with broad reviews
regarding such matters as international narcotics control,
military activities in Laos, contracting for technical services,
language training, transfers of excess defense articles to
foreign governments, U.S. economic assistance programs, and
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the wheat sale to the Soviet Union. In some cases the'
Division has experienced cooperation from the CIA in
obtaining information it desired; in ocher cases attempts
to Set information were frustrated. The Division's over-
--all success in obtaining information from the intell gnce
.community must be.characterized as border line, at best..

Finally, we might discuss the work 'of our Logistics and
Communications Division with respect to the National Security
Agency (NSA). The NSA is a separately organized agency within
the Department of Defense and, for financial.administrative
convenience, is under the direction of the Secretary -of Defense.
It is a unified organization providing for the collecting-and
presenting of intelligence information on a worldwide basis
through verbal or message. type media and interception and
analysis-of wave or signal type communications. NSA is also
responsible for insuring secure communications systems for all
departments and agencies of the Government. The Congress has
enacted several statutes to safeguard the agency's cryptologic
activities and to enable the Government to limit disclosure
of its cryptologic activities to such information as does not
interfere with the accomplishment of. cryptologic missions.

In response to a request by the Director of NSA an
arrangement was approved by the Comptroller General on
July 18, 1955, whereby a GAO staff member would be assigned
to the NSA on a permanent basis to perform on-site audits
of its vouchers and accounts. The designated staff member
or GAO representative and the responsible Director having
general supervision for this work were required to obtain
the necessary special security clearance to conduct reviews,
surveys, or other similar efforts.

From 1955 through 1973 only two or three GAO personnel
had this special clearance at any one time. During this
period the audit effort by GAO has been primarily the
compliance type, that is, examining the financial accounting
records and related documents together with limited effort
in the procurement and contracting areas.

Under present on-site audit procedures all vouchers,
contracts, schedules, accounts current or statements of
transactions, and other supporting documents are kept at
NSA or designated records storage sites for audit purposes.
This is primarily for security reasons because the'majority
of the documentation is of classified nature and not for
ready publication.
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,

The ready accessibility of the GAO representative(s)
to NSA officials provides for frequent discussions and ready
lion the spot'L resolution of questionable entitlement claims
provides for early detection of over or under payments there-
by enabling NSA to take appropriate action. Generally, these
matters and other queries relating to the functions of NSA
are handled between GAO representative(s) and cognizant NSA
officials on an informal basis primarily because of agency
controls and provisions of law to safeguard the sensitive
activities of the NSA.

The provisions of Public Law 86-36,' approNved May 1959
enables NSA to function without disclosure of information
which would endanger the accomplishments of its missions.
Section 6 thereof provides that no law shall be construed
to require the disclosure by the organization or any function
of the NSA of any information with respect to the activities
thereof. We believe that this section should not be construed
as prohibiting GAO access on a confidential basis but only as
prohibiting disclosure of its findings to the public at large.
Consequently, no formal report disclosing the results of our
continuing examinations of the agency activities has been
published. To date, informal discussions with officials out-
side of NSA have been held with only those GAO personnel, at
the director level or higher, having the proper clearance and
the need-to-know concerning the various sensitive activities
of this agency.

Discussions were held in latter 1973 and early 1974 with
top-level NSA officials about GAO expanding its examinations
by performing management-type reviews of the significant
aspects of the agency's operations as well as the compliance
type financial audits and certain assist work for other GAO
divisions that we have been engaged in up to the present.
Although it was-concluded that the expansion was feasible,
performance of reviews in some functions would be limaLted
from a practical viewpoint, based upon applicable., laws, reg-
ulations, and controls governing the cryptologic functions
of NSA.

Furthermore, it was very evident that any work involving
NSA operations would require, without exception, the special
clearance for each GAO staff member assigned responsibility
for this type of work. This can be a problem because (1) the
clearance is expensive, (2) requires at least.6 or more months
to complete, (3) for certain operations higher level clearances
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might be necessary, and (4) the'results of the work per-
formed would be highly classified and severely limited
in distribution.

Since discussions in latter 1973, arrangements hays
been made with NSA to have.eght additional staff members
obtain the necessary clearances. This will provide ten
staff members with this type clearance. To date seven
have been cleared. Wehave.been advised that the required
clearance for work at NSA will generally be acceptable
for performing similar work at other organizations (other
than the CIA) within the intelligence community. We plan
for fiscal year 1975 prelininary.review efforts of NSA's
automatic data processing functions.

As indicated by the foregoing, we have had some serious
difficulties in obtaining information from and about the
intelligence community. Sometimes the community has
cooperated to the extent of providing us with the requested
information but we have beer, unable to verify it indepen-
dently. The problem of obtaining proper security clearances
is a major obstacle to our work. Hence, for example, while
many of our staff have clearances for "Top Secret" defense
data and "Atomic Energy Restricted" data, these are not
considered sufficient for access to all intelligence data.
In each case the "need-to-know" test is applied and the
deeper we have tried to delve into the workings of the
intelligence community, the more difficult the test becomes.
We have been told that within the Defense intelligence commu-
nity there would be over 100 separate clearances involved
if one person was to gain access to the entire community.
The time it takes to obtain clearances varies but it is
at best, a slow process. Also, as indicated, there is a
question as to whether we could get enough staff members
cleared to do a thorough Job on a timely basis.

From prior experience, it is our view that a strong
endorsement by the congressional oversight committees will
be necessary to open the doors to intelligence data wide
enough to enable us to perform any really meaningful reviews
of intelligence activities.

We trust the above has been responsive to your inquiry.

Sincerel .ours,

ActingCom tro ite e e a
fi.PrG of the United States
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CF-NTRAL INTELLIGENCE AGENCY
WASHINGTON, D.C. 20505

16 June 1975

Honorable Elmer B. Staats
Comptroller General of the United States
General Accounting Office
441 G Street
Washington, D. C. 20548

Dear Mr. Staats:

My attention has beon directed to a letter from MK'. Keller, General
Accounting Office, to the Honorable William Proxmire dated May 10, 1974,
which was placed in the Conressional Record by Senator Proxmire on
February 11, 1975. The letter deals with the intelligence community and
reviews the General Accounting Office's right to audit and obtain information
from the Central Intelligence Agency.

Inasmuch as Mr. Keller has treated-a subject basic to this Agency's
capability to carry out work mandated by Congress, I believe it would serve
a useful purpose to review some of the background concerning the use of
confidential funds apd their relationship to the audit of CIA over the years.

Mr. Keller notes in his letter that there are "a fairly substantial number e
of instances where expenditures are accounted for solely upon a certification
by the head of the department or establishment involved.' The need is clear.-k
in the case of this Agency. The necessity to safeguard certain truly vital
foreign intelligence secrets has been recognized by the Congress in its
direction to the Director of Central Intelligence to protect intelligence sources
and methods from unauthorized disclosure. This responsibility was complemented
by authorizing certain expenditures "for objects of a confidential, extraordinary,
or emergency nature." to be accounted for solely on the certificate of the Director
of Central Intelligence. Such expenditures would apply, for example, to a
secret agent operating abroad in a hostile climate whose identity must be pro-
tected not cnly so that he can continue supplying the intelligence involved, but
also' because his freedom--and on occasion his life--weighs in the balance.

Other intelligence activities do not have such obvious security require-
ments, but are, nonetheless, within the sources ar.d methods concept. Liaison
with foreign intelligence and security agencies is extremely important in fields of
both positive intelligence and counterintelligence. Stich liaisons to be effective
depend on the confidence of each ser.ice that the other will pro:ect not only the
mere fact of the relationshi.s, iut i.-o it ),urccs ,;-.d methods and sensitive
information. Compromise of any of these brings not only protests from the foreign
liaison service, but in soine cases a lessening or ever cessation of itr cooperation.

58-920 0 - 75 - 32
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Even overt activi ties have their own security problems. Thus, many U. S.
citizens and others are willing to provide sensitive information to overt intelligence
units only on condition that their cooperation in this respect be absolutely protected.

This need for the special protection of intelligence sources and methods has
been well recognized by officials in the executive, judicial, and legislative
branches of our Government. Mr. Lindsay C. Warren, then Comptroller General
of the United States, in a letter dated March 12, 1948, to the Director, Bureau of
the Budget, addressed the provision granting the Director of Central Intelligence
the power to certify the expenditure of confidential funds by stating that while itprovided "for the granting of much wider authority than I would ordinarily
recommend for Government agencies, generally, the purposes sought to be
obtained in the establishment of the Central Intelligence Agency are believed to
be of such paramount importance as to justify the extraordinary measures pro-
posed therein." He went on to say that the "necessity f6r secrecy in such matters
is apparent and the Congress apparently recognized this fully in that it provided
in section 102(d)(3) of Public Law 253, that the Director of Central Intelligence
shall be responsible for protecting intelligence sources and methods from
unauthorized disclosure." Under these conditions, he stated, "I do not feel
called upon to object to the proposals advanced ...

It has been and it remain the policy of CIA to rely upon vouchered funds
wherever possible. (Vouchered funds are those which can be accounted for and
audited in conformance with the laws that apply to other Government agencies
and with standard Government regulations and procedures.) Currently more
than half of the Agency's appropriations are disbursed as vouchered funds.
The confidential funds certification authority referred to by Mr. Warren in his
March 12, 1948 letter is reserved for "objects of a confidential, extraordinary,
br emergency nature." irk

From the beginning of CIA records for all vouchered fund expenditures
were made available to and were subject to a voucher audit by the GAO. Use of
the voucher audit procedure allowed the GAO to examine expenditure and
collection vouchers and related documents to determine whether expenditures
were made legally and solely for the objects for which appropriations were made.
Use of the voucher audit procedure also allowed CIA to protect those activities of
a confidential, extraordinary, or emergency nature, i.e., intelligence sources
and methods.

Subsequent to the enactment of the CIA legislation. GAO adopted a
'comprehensive audit approach," and raised with the CIA Subcommittee of the
House Armed Services Committee the desirability of an expanded audit of Agency
activities. The Comptroller General stated by letter dafed May 29, 1959 to
Subcommittee Chairman Kilday that he did "not recommend any change in section 10
(now section 9) of the Central Intelligence Act" and that "any broadening of our
audit activities should not include an evaluation of the intelligence activities of
the Agency."
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Mr. Allen Dulles, then Director of Central Intelligence, agreed that GAO
should expand its current audit activities in a letter to the Comptroller dated
October 16, 1959, cautioning, however, that the comprehensive audit would have
to be limited so as to remain outside, the area of sensitive security operations for
which by law the Director's certificate must be deemed a sufficient voucher.

The results of the trial period of comprehensive audit from 1959 to 1961
were made known to the CIA Subcommittee in a letter of May 16, 1961 from the
'Comptroller General in which he said the GAO planned to discontinue the audit
of CIA activities. He acknowledged that various steps were taken by the CIA "to
place the General Accounting Office in a position to make a comprehensive audit
of the overt activities of CIA." Nevertheless, he stated that GAO "cannot effectively
review and evaluate activities of the Support Component because the confidential
and overt activities of this component are integrated to such an extent that we
cannot make reasonably comprehensive audits." lie further stated "we have been
given sufficient access to make reasonably comprehensive reviews of the overt
activities of the Intelligence Component, but such reviews, in our opinion, will not
be productive of significant evaluations because 'ye cannot feasibly evaluate the
extent to which needed overt information is available for collection or determine
the need for the intelligence information selected for collation and use in the pro-
duction of intelligence reports. " In short, the Comptroller General was recognizing
the conflict between the philosophy underlying a "comprehensive audit approach"
and the Director's statutory responsibility and authority to protect intelligence
sources and methods.

Both the Director and Chairman Vinson, of the House Committee onArmed
Services, requested that the Comptroller General continue to audit Agency affairs
on a limited basis, but after another trial period the Comptroller General reiterated

'his earlier view. In a letter to Chairman Vinson datud June 21, 1962. the Comptroller
General stated his belief that for maximum effectiveness "it would be necessary
for our GAO audit staff to have nearly complete access to CIA activities," and
that even to perform reasonably comprehensive reviews would require "complete
access to the administrative activities ... that are performed in support of both
sensitive and nonsensitive operations of CIA."

Chairman Vinson replied to the Comptroller General on July 18, 1962.
stating that, "the restrictions you met within the Central intelligence Agency
are.necessary, I believe, for the proper protection of its intelligence activities
and should be maintained." The Chairman agreed, however, that in view of
the Comptroller General's opinion that a continued audit was not a worthwhile
effort, GAO might withdraw from further audit activities in the Central Intelligence
Agency.

In summary, I believe that several points are deserving of emphasis in
assessing the nature and history of GAO's audit activities with respect to this
Agency:
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(a) CIA cooperated fully in all respects in extending
administrative support and in granting security clearances
and access to Lrormation related to voCichered fund activities.

(b) The Chairman of the interested oversight committee
in the House of Representatives was fully informed of the nature
and status of the activity.

(c) This Agency encouraged GAO to conduct and to
continue to conduct its activities consistent with the operational
and statutory requirements imposed upon this Agency.

(d) The decision to discontinue the audit activities
was made solely by GAO and was approved by the Chairman
of the House Armed Services Committee.

Sincerely,

IV. t . Colby
Director
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COMPTROLLER otNEIfAI. OF Ti4C UNITED STATES

VIASHINOTO°. C. 2, 514

B-179296

June 24, 1975

The Honorable W. E. Colby, Director

Central Intelligence Agency

Dear Mr. Colby:

Thank you for your letter of June 16, 1975, concerning the Deputy
Comptroller General's letter of May 10, 1974, which deals with the in-
telligence community and reviews the GAO's right to audit and obtain
information from the CIA.

Your views on Mr. Keller's letter will be helpful in connection
with any future comments the GAO may have to make. I must note how-
ever that I do not think that tIr. Keller's statements are inconsistent
with the facts stated in your letter, although they are not in as cuch
detail in some areas as those you have set forth in your letter. -I
might add that Mr. Keller was familiar with the background of the audit
of CIA by GAO and was a participant in the negotiations during the 1959
to 1962 period.

I appreciate receiving your cor=ents.

rely

Ie4&A

Comptroller general
of the United States

your - a-
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Part D.-Correspondence between the GAO, the CIA, and the
House Committee on Armed Services (May 29, 1959, to July 26,
1962), concerning GAO audits of the CIA.

COMPTROLLER GENERAL OF THC LNITC0 TATES
* WASHIKOTON US

FILE COPY "p OR 19t

.:~aj~o~u1J. Kildry Chxbaarzm

';:.'tte0 02 Ar--cd -c'rvicc3, ,

O" -) 1h ., M - 5 , -4 " ' ,. .

O- , v 15. , 1 ., A . ' l , Dircttor of or.. Ci:ii Ac-

C'.,tL :i2 i .:. ci." C.Cc --..- '. ". (L, :::',x £ ,J 11- . :r ,

'.: f ' : v '.'. '.".. .. :.; , , . _ . .. .... , . ... , : . ' ; .:, ' .,T~ 'a

~ ~ t'Aa cf the ."~c tl A Lv 460l

Ta zt..-tz-

( C .I -z;'vo be~ne 'n Oer,! ex<e.:o.1-e1, "Jt-.- '-; " :

2 CZA CL. t. . 3 **- - c ..

_o;' section UO (a) o r C:e Act , twxL '.z t-: 't-e %- rrer or Le .

e ,-[,2:c i- -.d :.o ca ';.., ' , .ze of tmae a.,vit'as 0o1

o n
C.. 02 117- i

,. rer o U' o f oret c ra- .r ct. vit es lu zi- f- Ive,
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rxUdt, yo oxx-ein@ too orelaniatiou Gtructure ew4 review tIle. c"tablihcd
agcacz- policies for cor.for Pt;t vith IcoLatiM intet raz Opyic-.btLity
to a,!c~cY acttvittes. Wo ho oxrIna ooyncy practices ard procdures
follo."ed in carryiIM out tho oa;onc policlas al rxao Colecti.' e e::c~:-
IrtiOnL3 of actual trarnactiona ac a woar, of appralsirG t:e epplicatio
of aeoncy practices od procedres. Paporto oa tho revulto of aizr vor
are submitted to the Cor=9o ago to agency mana-=oat officialA.

Ire beller, that a broader typo of-sudtt Is *propriate for our
vor: at Ccutrol Int.lligenco Ageonc and to r.oro li:cly to be pW-oductivo
of cwqaluatioaj of tho 4ziilstrativo xfunctio=x Ohch vould be hel.f£-'
to tho Con..-cz a:d the tfc, y Director. 'Vo have accordirgly ooncl.ded
that it vauld bo desirable to ecpa-d cur audit vork at Ccct. t IntelL-
couce 4 orcmr .,o:'e in lice xLth o,:r rc.,-oJr ez.-c-cnive c".l'3 a-:1Vrc-:h.
The eXPOrded vo.- wVuLd inClude an exatntioa of Youehered cexp4tuxea,
cad, at tie cutset, tio corcls a d procc--uZC3 uaed in r.-cs3!:- u-.
vouchered =,ndvua. Alt ::v o precise to :,-%:: a U~i~ied L%~-.-
iation of the v'nport for u-vcnutce'ed exe':dLtures in acordn.ce ".h
v'ich orc~c!nt a. to accs "~ cao. c vvc-od cut d~' .L,:
Of.rice. ,A3 in: icawd.: Q, the'. pr'cC! q'":::: h:"avc'O) r:'.r

ccrled out o -- 2,' !ic-u u vcr:: U'; CL., u.,'y do rt ta.Ucve aucii'
llzlted! xr"-j a.o ul be eorntL-jua.

At thIo t-ne #e do rot roccoe:23 U, ," r ehene in seclivu X 0±' thae
CVtral latolauence ;oenc Act. 1,, C' : ',. '.o,

cur* w:dit -,: :.t C "' :'. i:., c:'N ia.
brondenibg tWe M.it c .",''.. It- 1 Ca W..ral 91 : ...
brca.o-niql of o'ur t activitics whc'id not WO.O!e an ca'iluatiou of
tWe intelligence act L ltic of the Agency.

Ve aOr" rrepa.cd to MeGC'=52 thick natter r tr at. j:ou con -c. lenca.

Sincerely yours,

IoSFpH CA.PkBELL

Con'ntrollr C-ncra
of thic United Staces
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I CENTRAL INTELLIGENCE AGENCY

GT$4.OM 25. 0. C.
I t#

OFFICE OF FHE DiRtEdTrOR

)-. /23 3 -OU C1359 RECfai,r',

The honorable Joseph CampbeU
The Comptroller General of OCT 2 1 -. 1x

th- United Statc.a . .
w shtngton 25, D.C.

Dar Mr, Campbell:

Since we had tfie pl asre of hricL.nij you vi 30 Jaly, vv hive dtfcussed
fujlli.r with 1,.r. S:mut-!so:L h)% til-. C-.' :r.:l ,c(':hul, O ca ,; of tW,
Ajznzy rig.ht1- ::ovd. , 1 h ve thIvt t,- C.~jcol Ac:-ro'-wdng O.i.cc c:nj
E;.;,'Jn i,3 CU.c, lat:'.P dt , iji a cor aPI. ! part5oa of t* ,, ,n
:'id 1, rl1'i\'!"; fg': i - iji i,,is Ctvior I 1. t , V ,' d .' c v" . ilon
oin c dlaill i't (nk.rOZt'l asp. ' s.

In tCi- C'i;z:I Iclliy.:n Ageacy lit of 19.:), th oZres:;, Cco.,.l:i:S
vomc of the t'C-.:'u ,enI2 'n\'o'v:d In tx" corict ctf L!'.'i:r.rc ';
provildd b;'otd atkorrtic.; o;v thz exp !dit.tvr o; and .,cco-aitumg for A,,~y
funds. In paridcutar, Sc-, .io.-i U of th',tt Act (io zmr;y SXcdcu 10) prowi,.!Js thav
expetnditurcs for obJ -,,E. of a cextrza-.-", ..tard4;or, or ceerge-ncy suturc
are "to be accounted for sul'.ly oi L ccri.c.atc of zit director and ewctCy
such certificate sl2 Lxe deemed a sU:i-cic.t 'or.chfr for th2 anoitat 6%,erein
cerdfied." This ,,rdLig does not co;.'e:)i, te Ue review of ,xpeanJiturcs v'.,ic
the Dircc!.or certt.icd were made for coatidc tial, cwtraordLtary, or emergency
purposes.

While all funds appronriatei to the A,(cy "re tcchmically on w "w o7uWh-
c 'd" basis, it has Iven my p':cy atad ti-t of ry pred-cessors to limit the ex-
ercise of this spe-cial auv:Iori." to those activits \ which in the matioial interest
should have th2-maxiinuin security proeczion. To the extent possih}e Age-y
funds are expended udcr :hc other provisions of the C-nra ltel".i1ace.A,.,k cy

AccoLuttirg Uintce. I is policy Wai tsen c::crctsed to such a degrce that et-ixn

activincs, not in tC.-nlves 'ensitive "ut cuaduzctd solely ia support of highly
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confdential operations, are funded under general authorities without invoidng
my special authority to make final accounting theretor. A comprehensive audit
of the sort now conducted by the General Accounting Office in other agencies, if
applied to our so-called vouchared expenditures, would necessarily reach into
the confidential operations which they support and which are protected by my
special authority under Section 8 of the Act, In these instances, therefore, tho
comprehensive audit would have to be limited so as to remain outside the area
of sensitive security operations-,

In view of the statutory backgrotnd, I trust that you will agree with the
position set fdrth above. If you have any question I would be delighted to discuss
the subject vAh you at your convcnience, If we aro in agreement on these ftnda-
mental principles, I sugge-t that your rcprosentatdves continue, to explore with
my Staff the manner in ,lidch the scope of tio General Accounting Office' s nudit
of the Agency may be broadened, cosistcit vrii the sncurlty iecremcnts
described avo,:.

/S' I- , /.'

Direc tor
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ri 7,nCOMPTROLLER GENERAL OF THE UNITED STATES
WASHINOTOHI

-B-133200 October 21, 1959

FILE OCPY .G
Ilonorablo Pcx.a J. Kiltr, Cairmaa
Spcial EX.co=itte, Ccntral IntoUience Asency
CconIttos on Ar-c-d Services
flona otf fl4cp.rcentativca

Th2,l-z.& %:-" y;nc 5.or.'Lon 11 a ccp;, of I #.tter toItr. Allo,. 0.C! q: t.' -:r] :tl~: ~ , a ¢'a:
fl"o n"x .',; c:C'. e:tau. io-z c: tU.' r-nI:t a-t Cv'trrfl Ii.'= .. : n,
A:;::lcy. X:' "XL; A..:t.-".': w. att%'.e t-:a vi2A'.iu:, e'. a: :''rcxi", t~ lix,2ui crz t*-. Krv. iW-r /c"'

- a- . J

YWr,'h fi: t bALi

C:" .- &oLL:" C~re:.
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U COMPTROLLER GONCRAL OF THE UNITED STATES

WAINpTON 25

B-133203 Ctober 21, 1959

Jlo--.,-be Allen Dullesp Dfrctoi iLWrP f0W ~)

.°.3 0

Yo.'r lcttor "Cte Octo' e 161 195, conernir a pro-zd
cxtemsoa of owr auuet of Ccztral Ito1lleCenco Akoe r b b. '

z'ciowd, nd.£~.ti. &ci3oz3 bvie be=3 had be',.,a rey're-
cmtnt.,r~.3e o-r this Ctifice wa~ yo=w btit

You.- ! &t.' 0ot9 tl.% u.?ie pocs involved in th

- t'- cive. w, ovx of .L,,

rm" -L(J v:01114 Lv.' tom 12 9~

;.aty 02 ~ cc21

(2) Cer;ciO. ti,.C3 :.1 ¢ ot. oZ c .. , ti-

8 ction a.

V e. t:VIA to V1 qt e':tC!t t'ar ~e c~tifife. X.4' yva rt

nr3 not n,±Joet to zxi.u. Uon by us %t t your co curxeno.

lavx ompreh ~mdve O.LJit,3p v2~~ tho or.navtion

~~itha a 1~. oif t-:J. t -actio= as
0.Z~~1 O ~tIp i22 An" ~'pi~.o'& o~zacy px-..eo~e.3 an.I

proccduxe. As a rnalz of lob* U,,;_: uith yvoar Staf it
a-w possible for th -V! ccoti Office to . its
nu-lit ca the Ca&.r.! t A-.-y into a conziler b o paft
0o-! t.:I. AE:;Cy '9 aCtite,; C-.3 V10 o~tr revic. ivau1 b3
ou':3i') t w a.". of D-t.-, ceiu' oratton,. mt.to the

the'.v w v : a In oa pitiLo to i:* om.um'tiow at A wLbotc±a.
pgx-.b of tli* a~nlo2trative fu.tioiu.
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"ihe Cantra2. ltellIcVnco Agen-cy. resents3 problem on inifficient
breadth of coverage and review of d-atil for t-: purpose of re-t babg
sOund evOu1a.tiO~jB, bua w'e ara v.iU.u to b-o Ien our ctivitisco .
Ccatral Int o llence A-u;ay within t: principles expres:cl in your
letter. rouzvar, In t ',o emazt it a~ppears after a trial periodi that
o." revicws ae uizited to nuch an cx ieat thba im cc.not eftectively
end contructively aoo.pli~h cW w.="th',.rile objecti-'es, i vi i L ;vo
to consider vh, be-r the auCt -'owuld be conti"-jg.

Oa tha 1-,!.s of thb v,%ova, v&c are ,illln3 to i :r Ir'hb.r
Uccu%-A!on.- 0.1%ha you2r~ 1" :U ov'd, that the auib vr p oc'.b,

Sizezo ar o.r,
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COMPTROLL.R GC-"R*AL OF THE UNITED STATES

4", WASNONGTON LS

, • ' . MAY I 3
B-133200

* Donrvorble A1ici Duiicr, Director FIE161 COPY.

- Central Intel.imnce .aen7

Do,.ar 110. Dllesm•

TaG .neral ACc.omtUg 0± fico 2_.s co".1eted a r7.-,vr of
celectci o*vert acti:-iti,-!: o!' t"vo C.ant.-al Intalrmco Sn'

=sed ~ ~ .o- bE,'rin-D ,snIc v thm:-.-!;u-r o'r.," secwn."ty

ron-tricto-3 On the G33rnal Accc.tL-3 OIi'_.e t.udlt of CMA

of ellt,'1)13 e ul t;3 o-

V!,za t2-ttC vU oI .u Z C
c-ii o 3 to I:'.;> L1 3

o0 UI,, .1r .::.t!Ovt "y CIAO

Istc toi (.' :

uAtta p.,;-Ttx. tl

BEST AVAILABLE COPY
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COMPTROLLER GENERAL OP THE UNITED STATES
/ • WASHINGTO, .

/' ' i AY/G |961

sociall Subcozttee. Central Intellgicgaa AcT
Counittce on An-d Services

uosa of P?roseenttivee

aar Ur. Cairm at

%e, Ceneral Acounting Oftica Yma =d3 a review of calected natiri-
tie of tho Contral . t tllif"1ce k/ cay (CL) for tba purpous of deter-
induai !h;th~ r tl: aco~e of tia c.udit u theo"C-noral Accountina OfTice
coul td c:LZ i.i cu iicir-nt!y to . rc.sanmbly co.nreheorivo emlut-
tiolls o? CIA "tUvitioo tat would b W .DP1 to the Coh.re:,G

DL'ir L-z3 raO.s ; ia tb 1o Wivoet .umLcat.,1 by th-a

1x. 'o-i r ,bir th . ., xn> ro ' .. tJ~_soft- crneL t~on;h.: AOJit *

- ,..t- , t... :. ..g .'o ke t;" CA', ,o i. ico t',o G ,c:r.3.

i' cti: %n ,f u:=\ o't Lw" OL- ".LX iott't. ; v,; 'd..z'ot c:av':,:j '±1: i

VroC ~ ~ ~ otivrin o.n cvo1'. 19o-- 1ioL4-L t ivr1 onfe

We litec1 our r,:pM.o: te ~c. .A~~ oYcrt nctiv'to. ao oc to C t0 ih

rucv ,l to VOz to th, P.Ln. C. ft, u'na ; cA.z'Ol o±CrO,"ely r0v 'c!t ,

dti c':3.',u c%;ha acfr~ of to S:'.':r Zo,,,.?nt .ri.'o to zWo1& &-

o~-tb .nt t.hat t. c: t~io zo ::''J cc 2e~iva audiU~t, Vo hA;'a, t:.-±t
GiV':Z1 cuficit e % C-z b l:o -b cc-"uiiv oieoft
Ovcrt tiAl'ie o17 c ', Xa~l: Cc':'-xne t b'xt rbc1h raflc:3, in o:
opinion, %J1ii. r <. bn pxodA.LV', of ,sA:1iz'coJ.n c'-rJttLo. b'.'cr2 , v cO.-n-
nO5 i°-olbly cvi~tz~ "ih o:'.c t to v.'Leh noo.e(t o'cx-t inforr-t.to in

atiaic i'or eolLctioa ox' ' t. ..ed for tCI itg:.!..yO in-
forz.tion ccL t. d for co ic%' aee a in "h iOCetioa o ineo li .cm

cno..%r. (C/:ou1t ilr) z of thT. .:ta e t.;"i .oo I-.. L t-tc

boan "Jtirhca c bc1i r,iy t i ,,te(o ofcu=ity t Ct-: cac
inforcAkncn to be cat.h tedo)4at~d, cna u~sd in at a p Voaetioh o
ifltU.ni Onc0 reforms •

,p .... *

,~ ~ ~ -an o*ra,=e:. bfI (c.u.
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Irv Z~~aed on our review, ve believe that, (1) CIA 1s flnancin. certain
iLbro of Congress activities vhich cubstantially transcend CIA's In-

terest and responsibility for pzrvding a centralized reference service
as a service of co:on concern to the intelligence ecr.jnity, and (2)
ctadzinistrative control over CIA's covert field orznnization. tba U.S.
Joiut Publications Research Scrico, should be strenathned. In addi-
tion, ve have quostioned th3 arranemsnts under vhich CIA iv financing
certain activities at the Dpartnet of State.

Two projects at the Library of Congress, the I.bnthly Index of
Rucoain Accessions and the 3aat DErope.an Acceseion Index., are
bolng .inancod throu3 tha on,3ratin5 bu.iet- of the Offica of Central
[eference. Thu bud .;,t of this ofTifc includes tW6.,000 to fin.nae
the3 pro3zcts In lccal yea: 1961. ThM3 project pomdace publication3
V hch O areprimata04 dsrL.tca to public a.1 rrivt.e ree.-arch ort aalmA-
tioa3z'n libxmrio: in ththits n rindi raty foraeI-n zt ioe in-
cludin4., co!. i th U.C.-3:.%. m " tolit's. 5 p"z pr o , iX OUr
0hiQ3o, 3n: ll Vnt111PV CIAs ifmlrait -era fyor
providtrn, v. CC1t-l C1 £ii"J G.%' In. Vi ox cm cornct-41 to

1T. ).vo ',. -n u..:bt b- ( V- t:.'t 1 V; c'A t n ': of tle. . c.

tiaon of V-1. Ct._. ' l !'. " ".t!: .% t c:;i;. u h.. ,;tu ::
ii-:,vnr active c.,.' o\£ ,..:.:_. 'ut .-.- Amnt~o C,2 '- e 'e.

CO.tD cl.YOLAJ. Otnu t.) c .ut

Co * ; ' t;L:tr"tv. :rce;'r..;:. .rt .-'n't o O& co,i:;-_.o1 ;:

%risod by OIA t1"t LinzS': -t) U :. :._c :1 elt:at'

conLolu,

Tv3 aro, Z-0 tl h Drr -- t -. nt m' ! tatcj, "h - :Aticra l nld"::c

Survey o.ud :i ,c ld...c , z- , ' :i. ce, i,.' C-.: .

of I~asic InixU1l:co. '-i. b ' tl o t th * oic'Cic n nclue *',4 17,000
to fiance tn-z proj cta in 1L51. Ir. 1A, ril I)lo, iwr- := aCuinea by CIA
tIat tha D ;a'tO.i 0, Stt) und, OM h'A'. bz.e. nO.cid.rifl! ti.. i .le
trecrfor of th--ca c1 Tt- t cf %b:te rcti'iti'u to CtA. CIA Prvc:'Atly
hacs uidac co: oidaratiua t :hr ::-atr- r±a*:ed b' ca th! f r.::is-e
arr .emento, v.d c vi w1u it ,h you "6ith a pp1ecta-. letter 'hm
decision hav been reached t-1hozon.

-orthwhile auCLUJ objectima on a coaiuinS 1-o.io, "e rprd 0 diszontinuts
our audit of CIA activit,.la.
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Voe aro prepared to diacus3 these rtter vith you should you 0o
&,~lra.

A copy of thba lcttor i being sent toMy to the Director of Central
IntoaUiSence.

.4 Sincerely yours
L//"

Ccz'Vr.o-: r GenerSa
o ' Lh UL4~ 'ates



507

CENTRAL INTELLIGENCE AGENCY

ASINGTON 25. D.C.

?~ ~ OFFICE OF THE DIREt7OR

17. May 1961

The.Honorable Joseph Campbell
Comptroller General of the United States
Washington 25. D.C.

Dear Mr. Campbell:

I have your letter of 16 May 1961 enclosing a copy of your letter of
the same date to the Honorable Paul J. Kilday with regard to your review
of selected activities of the.Central Intelligence Agency for the purpose of
determining wlinaher the scope of the audit of the General Accounting
Office could be expanded.

I wish to express my appreciation for your cooperation and under-
standing sice oar exchange of correspondence in Octobar of 1959 which
formed the basis on which we have jointly attempted to expand GAO audit
activities in the Central InteLligence Agency. The reviews made by your
representatives have brought a number of matters to our attention which
have been helpful and on which corrective action either has been or is
being taken.

Ibeliev6 that over the years the audit of Agency activities by the
General Accounting Office has been most beneficial and regret that you
plan to discontinue it completely. &-fore final action is taken I should
like very much to discuss with you the possibility of your continuing an
audit on some scale.

ce ely,

DrDulles
Director

58-920 0 - 75 - 33
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HOUSE OF REPRESENTATIVES
COMMITTEE ON ARMED SERVICES

SUITE 313. HOUSE OFFICE BUILDING

WASHINGTQN 25. D.C.

Kay 18, 1961

ilonorable Joseph Caspbell
Comptroller General of the United States
Washinaton 25, D. C.

Dear .r. Campbell:

This is with refcrencu to your letter of Ilay 16 to Vonorable
Paul J. Kilday, Ciinirnan, Subcomn'ittce on the Central lnteali6ence
Agency, Coittee on Arned Sexvices.

Fr. Kilday and I havc discussed the contents of your letter
at so-ve length and in vie-4 of the course of actiun --ich you
contemplate, I fec. it incu-.bant upon me to pr,,ttl" e:.p'es:; ,:iy
jud$,went on this vtatter.

As you knoW, lr. Xil1eyc' Subccozdittee gava considerable
attention to the audit conducted by the Genaral Accounting Office
of the Central Intelligence A3ency. It was fully recognized that
there were certain restrictions ou the scope of the audit by the
General Accounting Office, which restrictions ware inherent irt a
relationship of this nature. However, the Subccmittee was of the
firm opinion that even a limited audit of overt Cccountin. actions
would serve a worthwhile purpose. In furtherance of that jud-.r.nt,
the Subco-i ittee concluded that the limitations which were inherent
required r-ore experienced representatives of your office than had
been assigned to this function. The Comittee was gratified that
you concurred in that judarment and improved the quality of the
representatives so assigned.

I am of the firm opinion that the points which you raise in
your letter to Mr. Kilday should be the subject of further discussions
between tle Cv.itt-a, he Ga:L-ral Accou:-t:n3 Office, ar.d the Ccntra.

4 64'
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Honorable Joseph Campbell
Page Two May 18, 1961

Intelligence Agency. Pending the completin of those discussions,
I can not reco:tend too strongly against the course of action
which you propose in the final paragraph on page two of your letter.
I know you must fully appreciate that there are other overriding
considerations which can not be divorced, under prevailing cir-
cumstances, from any change in the existing relationship between
your office and the Central Intelligence Agency.

I trust you will a-ree with my firm belief that there is
nothing in this situation %shich requires precipitous action.
On the other hand, I .,ant to assure you that the Latters set
forth in your letter will be the subject of further consideration
by fr. Kilday's Subca.r.'ittce, in full consultation with your
office, at a time whic!" better actc.:nodates the overriding
requirements of national interest.

I would ajprecia'.e a respo ]se to this ent session of r'y voices.

With kildest re-nrds, I am

Sincerelv

Chairm-an
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N COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON U

B-133200

MAY 23 1961

Honorable Carl Vinson, Chairman
Committee on Artred Services
House of Representatives

Doar 11r. Chairmans

We ackno-leJ3e your letter dated l4Wy 18, 1961, responJinl to
our letter of ,kay 16 to the Honorable Paul J. Kilday, Chairm.n,
Subcorfittee on the Cntral Intelligence Agency, Coxaitte on
Ar :eJ Services, relating to our reove.s at the Central Intolligenco
Agency,

Wit ar2 niniful of the interest In our rovievt-s at CIA cs -,or -v od
by Chalan Yilday end br of his Subcowmittee to a '., ive
of our Of.ic: at ;,n exi-Cu ive nut .nj on 1..ay 15, 19:9. Aftcr c£-;.,-Jr,: r-
1n3 th ,so vic.s ;;e in:or.i Choiz.Jr, Kld';hy by lrtU..r dantc ..' .y }'

1959, th.it wo bolic-v..' a h-caJdr tyve of cudit roro in lin'; 1,ith I-:rregular ce.7prolhs.niive ,ijfit v~aoc i;', s:prO. rate 110z v"ur 34 r:.t

CIfA. he oxpanJ,,d ::ork v.,uld Incl'.c- an cx; ,-.in.tion of wuci.-r.
exprn~lturr,.-, tn.l, ;.t tho., o'ut,,'t, _,x controls rvj proc,-.,.'cc , .

In prccssinj cIp .nitur., in -i:'.ition, .va13; ;'; en ,
of th! -,uppart for unwvuch.- I p:Jitur;1 in uccor.'. ',ith -UC",
agrecmnt as to accs.3 3s could b. -rr.ngd bte.:n CI. i.: our C"fIice,p e!4so staitd in trl Ictt.-r th'.t hratdor . ha-J czrric. out only

limitJ auait v;'or: at C11. anl th. t wip did not bollve such 11..it::0
work should b continue.

Following sev.ral4 re.ting.5 vitl the Dlrector, Central Int(.ll _-,--:ce
Agency, and racembers of his stiff, -e txch.in-3ed correspond.ence in
Octor'.-r 1c59 which In essnc,. recornlzud th-t ;n .Ilt of Cntril
Int,-lliqnce A;rncy ;-;u1d hjv,? to be lldtxd to r-.vic,.;s outsid[_ti-e
areas of sensitive sc-curity op-retlons on:

(1) Exp'r..Jitur-s certlfi.J by the Diroctor under
Secticn 6 of CentrA, Intollince Act of 1949,
Zs 1Srwni1, .

(2) Ccrj.iln actlv t , in support of confidential
op'r,,tion3 pot,-ctr'd by thz, authority to th?
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We agreed that to the extent expenditures were certified by the
Director as being of a confidential, extraordinary, or emergency
nature, such expenditures were not subject to examination by the
General Accountin; office without the concurrence of the Director.
?onetheless, we were willing to broaden our activities at CIA within
the principles laid doon by the Dire.ctor In his letter of October 16,
1959, but we stateJ in cur reply dated October 21, 1959, that in the
event it appeared after a trial period our revicr-s were limited to
such an extent that vi could not effectively and constructively
accomplish any worthhile objectives we would consider whether or
not the auJit should b-- continued.

During the enoutnj 18 months vc- undertook to mako reviews of
selected ov:rt activities as access to the covert activities ,;as
not mr-o avllblr to us. In this connection, access to thQ activ-
ities of thc Support Cc,.poncnt in ihich re could he cipc:.ctted to b3
rost cff,:ctlvo in our rvi'.s .'si.riftcantly limtt"iJ bc.causo
covert and overt 'criviIic. of this c',;, on-?nt aro interAted. .,;e
iicre nzt blh- t . .,ff.cimtll fiivfnri l m-n.totat, -rc,.-'rty
m..in e'.,.,-ntr pforLian'n , s ',lrr rLivi'' fr ay eff.cLi-/gv
ap-p...-1. of . .. c:, :,"n"-tl',on af h' c i.;. C-r acC 'ss for

o a-vy -. of L!!: , . 4 'u ilt ,;- r; a ; ,)rts v ,3 v ry l'-itsJ
nd. :e h.t,'; no ,v'c,r:.- h t 0 -± In'h- ctor
thr, refor.,,-, ;',-.. -",. n. , i: to ;: ;i','i : toe ine-:nml ::.'v , ,Vi ti .

rat s'a s ,i.hin n A: y/ ":, }'v.: Y;.J r.th e irc c. -"r k to h
active tl,.s of U:. Jn 11 llf:O t; .. t , ' utqz nfr:z: cf tI;cs-- ,~tO nd ti r ' ctw.! 'l4 '';( : t cr.-n.1. r,'vt:-
en.i re:.'rt-., h~s silnific..tratly ]i .u-,. WA.ur c ffcctU,: V':fl . V. t-:az

In :..-rtVkln to ha.o. r a ?vIc s .t th,: C-.n-i In.'Ii' .Ce
At9:-ncy, 01.." r:.c0 lzC- I th:,t th:, n; tur,: of "h' tlvi Lic.; of ohio .
present; pi-obis on sufficl.nt br:;,J h of co.rr,.c- cn'J t..i"of
detail ,1o" tho purn.n;t of i"chix: s-.id cow-l,,tcno. T-y' ivry
effort it, bo-o Jari cur :vic.: of Lh tctivitt.: of thy ,,.-:ny %Aktinin
th litAtetiens :hich .':)re plzcd cn -,s, Mn! %- A, "lsh to assu:- you our
conclusion that .. coulA not rf:fcc.tvt1y ;'cco.-)1!l.h -ny ;.orth:hilr
,iudit obj,.ie. 3t CIA on a contt.c'inor basis ; ., reached only fter
censidrlin-: all h.? actorss as ' :- . th- n. 1.'vovrt ta.4n3 in minJ
your fl-.n b:li.f W:-. oar ;ork sh:'Jld not be discontlnvo, %,-0 viii
continuc cur lit.i pro-:,,..

'We rte fro,.. yc;: letter th tt Chiriman Vilday's S,,cc,. .,tto'
viii further conshih!:- th. co ntnts of our letter of !1.y 16, an-J ,e
shall be pr..-..r.;. to ,.a:t ,.Ith hin an, the r:z--,oers of his Subuo.-ittce
at their convenience. .

-%,r.c.:: ,i ",)urs,

Cc,-troller Gtinral
of Lthe Unit-d Sta;;os
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COMPTROLLER GENERAL OF THE UNITED STATCA
WASN W4OTCH

B-133200

MAY 23 f23
Honorable Allen Dullesp Director

Central Intelligence Agency

Dear Mr. Dulless

lie acknoledge your letter dated May 17, 1961, rospondinj to
our letter of IAay 16 to you rolatin3 to our reviews at thi Central
Intolligenco Agency.

W*o acknouledg'2 also your appreciation in our Joint attcapt to
oxpanJ the G:n-ril Accountin30 ffic, activities at the Central
Intt:llignco A7Qncy nnJ your co,.nt th-A thi r:vloi.s 3J3 by our

. ivis h.-, n helpful. AG IkZtCd in our lott'r of
iy 16, 1951, wo do not b:licvr, thit v.o h.w., had suffict.nt Pcc ss

to poriit u5 to il.v rovI,., s sufficient in scop , to hC h;.pfui to
the. Congress PnJ for this rc:,.on ve planned to discontinue th.-
audit at this timi. Your ltto;r inotc.s th-it ov--r the years th
wor', of the G'n'rai Accountin Offic, ha. bz..n r.,-st bn.ficial
to you.

,"r brlivm. it is approrist. her? to clarify th,- &cc)e of our
vorl: pro-r:zm pr-.c dinj tho r ivie.s that t-.c:e unJertacn follo.tinj
our exchnle of letters in Cctober 1959,

Folloln3 the anctment of th. Crntral Int--llig.nc! Agency
Act In 1949, thr. th:n Director of the Ag:.ncy recqu.sted thit not-
vithstanJinl the very broad and unusual po-.vra grentud to the
C.',ntral Intv.llgence Agency by the -act n audit of oxp njitures
at th site as pri'viously performed by t.2 C'neral Accounting
Office ba continueJ. Accordingly the G':niral Accountin, office
continued to make udits of vouchered vxpenditures undir .thc sam.
arrangements that .ere in efftrct vith the predecc-ssor Cntral
Intelligencc -roup. In vie. of the' provisions of S.:ction 8 of
th' Central IntI.lienc, A-cncy Act no exceptions %-sere taken to
any vxpenditurcs but qostion'blo pay.nonts corwin, to our attention
aero rrferr,.d to .h: CIP. C -ptrollvr's Offic-. for corr.ctiv.? action.
UJe Id not , n substntv., re-t-v cf A..ncy policies nor of it';
or.;z.tlc-.:3 .-'d -)o - .:. n . , ju, n -a - ft of ,xpinjitur.,.3 ,)Z

unvouchered funds. .
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However at the time of the enactment of CIA legislation In
1949 we were in the process of applying the coprphonsive audit
approach to the activities of most GoverrAent agc-ncies. Under
this audit approach our basic purpose is to review and evaluate
the manne" in which the agncy or activity under oudit carries

, out its financial responsibilities. Wo, construe financial re-
sponsibilitios as Including the expenditure of funds and the
utilization of property and personnel in furtherance only of
authorized programs or activities in tn effective, efficient
and economic3l meannor. In carrying out this type of audit we
examine the organization's structure anJ review, the established
agncy policies for confor.ity to legislative lntcnt end applica-
bility to agency activities. W-? also exane a.cncy practices
and procedures follo.,ei in carrying out the ag,?ncy policies and
aIke a sclectivw exa.ntion of actual transactions as a ecns
of oppraising ths- rpplication of jg. ncy practiccs and prcc.Jurts.
It V,'as thi kind of a r~vlc., that ,j? ?opo3 ,d for the Cntral
lntellig.rnce Arcncy in nccorJ_,znc,- .ith aqrzcent %7t .e
could rzich %,Ith you cs to acc.:is to th; re;or,:s. .ur .ork dux-
in) the lztt i n.;,Lhb h. ;.,n&L-t" to uc 'hmt unlr cxiatin.
sccurlty Y-tric ' vp -, .-) not i-v; Cffic c,:- to .n1ka
c,..-pirchc--isivc- ' -':v..s oi C;. . ct,,l-tce ., . , n i -i) .1

that ;':oull pro,-cdov:. (.:v:l1u;ti:,n ;;pil to Ui, C r s,

le d, -ply , ylur in I~rt in th, p.ssAhllit' of
continuin- Cur %,-ri. ,t the. C- ntr,). ml n ,.nci ca :
scale cn we are pr:p.irvJ to dl-c cs tihit proc .ct .t y.rccon-
v,"nlenco. :or th,. pr..-:nt enu pc.. I Jiz.cu- i.s ";ith you ;,,)
apprepriat' ccnjrc sicnil Inter-..tS, w. will cn. 0nu. 1r llr.dC,
program

S'nc.,r, ly yours,

Co'p L roller G:n,?ral
Of th! Unitcd States
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COAPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON 25

B-133200
JUN 1 j 9SZ

Honorable Carl VInson, Chairean
Committee on Ar-naed Ser;'ica3
House of Representativen;

Dear Hr. ChairT. n:

By letter d.Ltro by 16, 1961, to Honorable Paul J. Kilday,
Chairman, Speci.1-ur-,r Central intelligence Agency,
Committee on ': - . , i, I..us' of Reresentatives, tie reported

upon our r(vte - ... te. of Central Intelli-enca
Agency (CIA) for tb.- '.-A ,f :terri1in3 whether the scope of

the audit of 6- . ,' ice couli bn espcnded
suf ficiently tc :.... .. cr,7.-,nsive evaluations of CIA
activities. 1: ' , a t.zt under the exirtinz
security rt. - "..t et C-. %c iL o u; did not
have Cufflc. , . . Aiv. Cevi.,:tt on a cntinu-
In; basi' tl ,.A . ;':''Z' ;I cvcluci :; helpful to the
Con'res f:nl .- ,.cntli;,u 1k .

Yo 1 ' , l 51, rcc, x"ivi,'i th1.i tt.o
audit nt :1 . t,, r. ac,7c- tn-d1y ;, .%v..
cetinuu&d o.-,r ch evr, I3.cicns -alcec3
upon us. (it. . ,t' ' ":. .:C;,olly to certain units
in the htitl11 -.nce t..rnt 1.. no: rosultj ill cioy Cihan&, ill
our views t, .1 .ity r:stricticns on cur cudit
of CIA ectti\,ti . -,z '.. n-it ',,v.- nufSic'nt access to effectively
accc"p1-.h ,, *,,.: c-di-t c'jc-Ctv,3 at Ci. on a cc.-ttnuin

basis. '-"c cre tt Isi, letter so that ycu n y consider

further our vic. L".. , ratter ut this time.

The 11,;itaions pl',.zc upon cur audit activities at CIA ire

severe. Fellc;ytnx sl'ri r.:etin-s with the Director, Central
Intelligence t--r', .ni rc-b'rs of his staff, we e:han-ad
ceorrespcn1enca in (-'taober 195 vhich in essence recognized that an
audit of- CIA -ould i':,v' to be limited to reviews outside the areas
of sensitive security onrration3 on:

(1) EZ,: ;ituc:es certificud by the Director under
Sotlin U of C ntral Intelligence Act of 1949,

(2) Certain activitie; in support of confidential
operation protactei by the authority to the
Director under Section 8.

BEST AVAILABLE COPY
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tie agreed that to the extent expenditures were certified by the
Director as being of a confidential, extraordinary, or emerg,-ncy
nature, such expenditures were not subject- to examination by the
General Accounting office without the concurrence of the Director.
The activtties in support of the confidential operations embraced
practically all cf the administrative operations. Nonetheless, we

t were willing to attempt to make an audit at CLA within the principles
stated by the Director in his letter of C.ctober 16, 1959, but in our
reply dated Octobar 21, 1959, we stated that in the event it appeared
after a trial period our reviews were hlated to such en extent that
we could not effectively and constructively accomplish any worthwhile
objectives we would consider "thethur or not the audit should ba
continued.

Puring th ensuing 20 rcnths we unde-rtook to uko review,, of
selected Cvert activiti a. ccce. to tio3 covert activittos v:%u ; ot
made r-v taLble to us. In thin connection, ccres3 to thi ctiv.ti
of the Sunpvrt C ct.;.on2nt In vhich -,'e cculd he b :ct! to b -i :out
effective in cur r!vicws v:.s ';Ir:nifica"ntly linitte2 b2,",;. ccve'Ct
Ond CIOv.l Ct i' ~ 6)1,, c.::,r, t Cc t ,,r t, :,2 W t Iv,'

able to r vic' su .c!zntly fi.'n-to L . -nt, prc ty :,.'
contractt[-[, nrozurcv .at, -rnJ i'Llec ,tivitu. - . ' ,
op ' . i, l of 0;' Cir.inZL'c...ic'n c, thew'e :ict viVi -, .:."-.:;
Srevie~ (. th. irtet .l VJE.*;1 pro;.r,. r ,c ' : 'i:, 1' it'.-I

eand ic hrad no i.ccn',n f i;h t ev: to t - . u '. in" v'-; ' -
thorofur , ;.- v% ra - '. to c',7.-Ci.e: thl - Th n I "' , ,::, ,
within tOv'. Arqen y. 'e , h-c i:,t.i' c,. , .ccz t .- :7* i\, C
of the In ell, 1 cci Cz ,, -nt, but chl n,.tura ( icLi, .. ,'j ;te ,
the lack of c-'.ilnta accCuL to int-'cn-l rxv. pr,. ., "
has signific'.ntly ,1 ,[teur e-cttvonesi; i -ca.

In unJ -rtaktng to naoo reivas at the Cen:tral Ineignue t,;enr:,
we recognized thAt the naure of thof cCLivities of this i:eiuJ :.u-

sent d problems on sufiicient breadth of ccverAage and rt.vit: c7 detail
for the purpose of reschiP sounU ccnclu'iens. re.e e k:-e&-very
effort to broden our review cf t,0 Lcivities of the i.-:,ncy within
the limitationn Which . placz!J on ui, and w3 iah to assure you
that our conclusion that . could not e'fectLv-3ly ccc'1p2ish ;..:
tiorthuhlie audit objectiv.; ct C1,I. on i continuing ba.I! ,ias reached
only aftur ccnstderln- all the factors as we saw them.

To obtain the -murun effectiveness of a General Acccuntin- Offica
acd t-c-G--A activities, it would ba n~cesary for cur aulit otaff to
have nearly complete accos to Cl' activities. UI:,ever, ue believe it
to be pos&able to per.orn reasonably cc.-7prehnsiva re',icis. o Cli
rciv'tiV* iC" ;i' tra c-- ,,,,)laca to t,. ninintrativ"i
activities, such as fiiericial, if~ue-.& .. :y ,' ,C.n~
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management and internal review activities that are performed in
support of both sensitive and nonsensLtive operations of CIA.

We appracicte your interest in our work at CIA and the
expresGicn of your views on the discontinuaoce of our work there
is invited. We are prepared to discuss these matters further with
you.

Sincerely yours,

3oseph Ca~pbeL.

ComptrolLer General
of the United States
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HOUSE OF REPRESENTATIVES
COMMITTEE ON ARMED SERVICES

SUI .:.l ousg OFFicE BUlLOING
S V'WASHINGTOW5. D.C.

July 18.1962

Honorable Joseph Campbell
The Ccmptrolger Generel

of the United States
Iashinrton 25, D. C.

Dear Mr. Cenpbell:

kITAAA

I have recad your etter of Juwne 21, 1952, concerning; the re-
strictions on your performance of an audit of the Central inLelli-
Gence Agency and yoir opinion that ars a result o' these restrictiors
yOvl could not effectively accr..plish n.Py orth-,hL-le eudit obejectives
at the Central IntelliCc:ce 'l "cy.

I believe the restrictions you ret with in the Centre.. Inelll-
gence AZency are necea;sary for the jroe-- perffo!ance of its i.telli-
cence act'ities c-nd sho.d be rintained. Also, 1.1r. i'cCone has
inform ed me that a:.oin. the reor .niz.-tional steps he has carried out
Is a major strengtheing of the c o._eroller and internal au&it 'functions
in the Acency. Consequently, I believe you have met the objectives of
my letter of 1tay 18, 1951, vhich rcco-=nded that you continue your work-
in the Agency at that t-ie, and since after this trial p-ric1 yo-a feel
confirmed in your opinion t]hat it is not a worth'!hile effort, i will
accept your conclusion that you should withdraw from further audit
activities in the Central Intellience AGency.

Sincerely,

/rlf Vi nson
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COMPTROLLER GENERAL.
OF THE UNITEO STATES

WASHINGTON

JUL 2 k 1962

D -ar .!r. aira FLE COP
Your clttar dated July 13, 1962, on furthar

nuJit activ'les by the General !ccounting U-fice
at C-tntraI Intelligznce- Agency i acknowledge.

your accer a.ceo our couclusion that ,:e
withdtr, w £: . Lurth,'z audit activities at thlc
i .! !; J ;VrOCCL nr.-t Va wI11 pv'ocL&-., to C:):'-
ji> th1 1-. t0.-'t is in pr ccs Vt a ralacivaly
early dkt3,

Slncor:. :y,

J0oph C~blJ

Ce¢.tptrol Ihr C,'meral

of tho United Stanes

Ionorabla Carl Vinsen
Ch-ir'ran, Ce, ttea on

Atmed Services
House of a:presantativea
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Part E.-Letter of November 10, 1975, from Mr. Staats to Chair-
man Pike responding to questions raised during the July 31
hearing.

COMPTROLLER GENERAL OF THE UNITED STATES

WASHINGTON. D.C. "S"

B-179296 November 10, 1975
B-133200

The Honorable Otis G. Pike, Chairman
Select Committee on Intelligence
House of Representatives

Dear Mr. Chairman:

This letter responds to your request dated October 8,
1975, for advice and recommendations for the Committee's
consideration. Since July 31, 1975, when your Committee
received our testimony regarding the relationship between
the General Accounting Office and the intelligence
agencies, our staff has been in contact on several
occasions with the Committee staff to render assistance
and advice wherever possible. During one of these recent
meetings we discussed a series of questions posed to us
near the end of the July 31 hearing. We were requested
to supply the Committee with a written statement with
respect to the issues raised by those questions.

This letter sets forth our views on the topic of
distinguishing, for budget and cost-accounting purposes,
between "intelligence" and "non-intelligence" expenditures.
This letter also addresses the topics of (a) legislative
changes needed to facilitate meaningful GAO audit of
intelligence activities and (b) the establishment of a
separate personnel clearance and physical security system
for the GAO and for the Congress.

A general observation ought to be made as background
to the specific points upon which you have asked our com-
ments. The Congress must first make certain fundamental
determinations as to the manner and methods by which it
will exercise its oversight role. Once this set of basic
decisions has been made, the role of the GAO in support
of the legislative review function can be more easily and
precisely determined. Until these matters are resolved,
GAO's review activity with respect to the intelligence
agencies will be severely circumscribed by the combination
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B-179296
B-133200-

of legal and practical inhibitions outlined in our
July 31 testimony. Therefore, we see any expansion of

Sour sphere of activity in this area as being particularly
dependent upon a strong and clear endorsement from the
congressional oversight committees.

"Intelligence" Budget and Costs

The Congress will ultimately have to define the
intelligence community by establishing the activities it
wants included in an "intelligence" budget; otherwise,
it will be left to the executive branch agencies to
develop their own interpretations of the concept of
"intelligence." For example, does the Congress want to
classify Civil Service Commission or Federal Bureau of
Investigation background investigations on applicants
for Federal employment as being intelligence-gathering
for budget purposes? One way this congressional defini-
tion might be made would be in the statement of jurisdic-
tion of any new committees which might be created, e.g.,
a joint committee on intelligence.

Once the Congress has outlined the activities which
it wants identified and reported in the intelligence
budget, it will be possible to establish guidelines for
the executive branch to follow in developing and submit-
ting the budget. The following concepts appear to merit
consideration in the establishment of those guidelines.

Installations established for the sole purpose of
intelligence-gathering should be fully budgeted for under
the intelligence budget. This would include all support
and administrative costs as well as the direct costs of
intelligence-gathering. Where an intelligence component
is only part of an installation's mission, the costs of
that component should be identified and included in the
intelligence budget, provided that the intelligence por-
tion of the overall mission meets defined criteria of
cost significance. In addition to the direct costs of
the component, there should be included an appropriate
share of the support or administrative costs of the

s installation.



521

B-179296
B-133200

In budgeting for capital investment in equipment or
facilities; that part of the investment which is for the
purpose of intelligence-gathering as defined by the Con-
gress should be identified and included in the intelligence
budget. This identification is relatively simple when the
equipment or facility is solely or primarily used for the
purpose of intelligence-gathering. Where the equipment or
facility is multipurpose, it is more difficult to identify
the amount of investment which should be identified in the
intelligence budget. However, the Congress should make
clear its interest in having the intelligence investment
determined on a reasonable basis and reported to the
Congress along with the rationale used in making the
determination. As an example, if out of a force of 30
ships of a type two were normally deployed on intelligence
missions, it would be reasonable when budgeting for a
replacement ship to use 6 2/3 percent of the total cost in
computing the amount of intelligence investment.

Multimission organizational units when scheduled to
perform intelligence-gathering missions would be budgeted
for in the intelligence budget, again with the proviso
that the intelligence costs should be large enough to
warrant separate treatment. All direct costs and an
appropriate share of the costs of the administering organ-
ization would be included in the intelligence budget.
Extraordinary repair and maintenance costs attributable to
the intelligence-gathering mission would also be budgeted
for as intelligence.

Legislative-Changes

You have also asked us to identify some of the specific
statutory changes needed to enable GAO to conduct thorough
audits of the intelligence community, as well as some
estimate of the manpower requirements associated with such
audit efforts. As a result of the Committee's request, our
Office of General Counsel has provided the Committee staff
draft legislative language to enlarge the scope of GAO's
audit authority with respect to funds expended on the
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certificate of the head of a department or establishment.
we are ready to continue to assist the Committee in this
manner.

On the subject of certified expenditures, it seems
quite clear that any meaningful GAO review will be
dependent upon the revision of existing law. As we
noted in our July 31 prepared statement, the existing
legal restrictions on our authority are found in the
organic Central Intelligence Agency statutes and in cer-
tain limitations written into annual appropriations acts
for a number of agencies. In addition, there are other
provisions of permanent law, to which we referred in the
appendix to our July 31, 1975, letter to the Committee,
which we believe ought to be considered by the Committee.
The significant legal citations are: 10 U.S.C. 7202(a),
relating to expenditures on the certificate of the
Secretary of the Navy; 28 U.S.C. 537, concerning con-
fidential expenditures by the Federal Bureau of Investiga-
tion upon the certificate of the Attorney General; and
section 6(a) of P.L. 86-36, relating to non-disclosure of
information pertaining to the National Security Agency.

While we do not believe that removal or relaxation of
these legislative provisions will alone insure the type of
legislative branch oversight which your Committee or the
Congress may desire, any reviews GAO might want to make in
the future with respect to intelligence expenditures would
be dependent, at a minimum, on appropriate statutory
alterations. Moreover, even where there a.:2 no statutory
bars to GAO reviews and access to information, we have
sometimes experienced difficulties in securing necessary
access to agency records. We have therefore sought
legislation to provide a judicial resolution of these
problems. In the Senate, the bill is S. 2268, upon which
we testified on October 2, 1975, before the Senate Govern-
ment Operations Subcommittee on Reports, Accounting and
Management; our proposed legislation has not yet been
introduced in the House of Representatives. A current
case-in-point is the matter of our review of the FBI's
domestic intelligence operations, wherein there has arisen
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a dispute over GAO's access to investigative files on a
random sample basis. This situation was discussed in
our testimony on September 24, 1975, before the Subcom-
mittee on Civil Rights and Constitutional Rights, House
Judiciary Committee; copies of the GAO statement have
been provided to the staff of your Committee. Of course,
there is another option, which we mentioned in our
testimony before your Committee; this option would be to
seek explicit legislative authority for GAO audit of the
intelligence agencies and access to the requisite informa-
tion. Unlike the approach represented by S. 2268, this is
not a course of action which we have pursued, but neither
have we ruled it out. Your Committee could devote some
attention to the possibility of recommending such legisla-
tion in its final report.

Our Office has quite limited familiarity with the
scope and nature of the operations of the intelligence
agencies, since we have not conducted any systematic self-
initiated reviews of intelligence activities. In our
testimony we identified several areas of activity where we
believe that, given the necessary authority, we could con-
duct useful management-type reviews. However, the magnitude
of the effort required to actively pursue these lines of
inquiry can only be realistically assessed after we have
obtained some actual experience under whatever revisions
or clarifications Congress might make in our statutory
authority. We would follow the practice we observe with
respect to audits of other Federal programs and activities--
to make a preliminary survey to acquaint ourselves with the
program or activity to a sufficient-degree that we can
identify specific areas or issues warranting further review
because of their potential for improved efficiency or
economy or because of an apparent need to focus management
attention in order to achieve more fully the intended
results of the program or activity. As this approach
implies, the manpower expenditure at the outset, or survey
stage, is usually much less than that which takes place
later on during the full-scale review. Therefore, we would
anticipate, under the circumstances stated in the Committee's

58-920 0 - 75 - 34
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inquiry, that in the beginning we would expend the equivalent
of several man-years of effort, with an undetermined but
probably significant increase in effort thereafter. Of
course, this would be largely dependent not only on the
nature of changes which might be made in existing laws,
but also on the interests of the appropriate oversight
structure in the Congress.

Personnel and Physical Security
for Intelligence Information

The Committee's third area of interest, in which you
requested our comments, concerns personnel security
clearances and physical custody of sensitive intelligence
documents. It was suggested that the GAO could and should
develop a procedure for its own use and that of the Congress
which would be independent of the executive branch.

We do not believe that the development and operation of
a separate set of procedures for making determinations on
personnel security clearances or for maintaining physical
custody of highly sensitive intelligence information would
be worth the difficulty and expense entailed. Routine "Top
Secret" security clearances are granted to our employees
when the nature of their work requires. We have experienced
no particular difficulties or delays in receiving the
results of the full field investigations conducted for us by
the Civil Service Commissi6n on a reimbursable basis. With
respect to special clearances required for access to
intelligence data, we have to date not needed more than a
relatively few, primarily for those members of our staff
dealing with the National Security Agency. While these
clearances are more time-consuming than "Top Secret"
clearance, we have recently noted a decrease in the time
lapse between the request for a clearance and the notifica-
tion that it has been granted. We have observed nothing to
suggest that our requests for clearances are not treated as
expeditiously as internal executive branch requests; indeed,
it is possible that some priority is being given to our
requests.

Further, with regard to physical custody of sensitive
information, we maintain possession of many documents which
are classified "Secret" or "Top Secret." However, special
types of safeguards are necessary to maintain possession of
many categories of intelligence information. As a practical
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solution, when a question might arise concerning where
intelligence information is to be kept either during
or after a GAO review, we would have no problem if the
executive agency were to have physical custody of the
extra copies of the report and the supporting work-
papers, provided we had an agreement that recognized the
right of access on the part of our employees. In fact,
during the July 31 hearing, we referred to just such a
situation where the extra copies of our report to the
House Armed Services Special Subcommittee on Intelligence
on certain CIA activities and the workpapers we compiled
in conducting the review are retained at CIA headquarters,
subject to availability to our staff.

On the other side of the question, there is the
problem of the need to develop capabilities and techniques
for conducting our own full-field investigations, the
matter of the degree of co-operation we could expect from
law enforcement agencies, informants, institutions of
learning and other investigative sources which may be
hesitant to deal with an agency other than one with which
they have had long-standing and well-refined working
relationships, and the core issue of the recognition or
lack of recognition which might be accorded to such security
clearances by those agencies from whom, after all, the
needed information is to be obtained. In addition, there
would obviously be a question concerning the propriety of
a legislative branch agency conducting intimate background
investigations on Members of Congress and congressional
staffs, should any such system include the Congress as well
as GAO.

A less drastic alternative is now in effect on a pilot
basis, under the sponsorship of the House Government
Operations Committee. Under the procedures worked out
between the Committee, the GAO, and the Civil Service Com-
mission, the existing executive branch investigative
resources provide the necessary data and reports, while the
Committee Chairman, after obtaining advice from GAO
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officials conversant with security investigation matters,
makes a determination with respect to each Committee
staff member as to whether he will grant a security
clearance. A copy of the Chairman's formal determination
is forwarded to GAO for reference control purposes; the
investigative files and reports remain property of the
Committee. Agencies needing security verification may
be permitted to review the security files in the Committee
offices.

Some consideration has been given to the possibility
that, if this procedure proves successful, the other Com-
mittees of the Congress will be able to make use of this
system. At present, the Committee has forwarded several
applications to GAO for referral to the Civil Service
Commission, but no application has yet proceeded through
all the steps specified. Intelligence clearances and
atomic energy "Q" clearances have been recognized, however,
as a separate problem and are not covered by this new pro-
cedure. Should the Committee desire additional information
about this matter, our staff is available to discuss the
details with the Committee staff.

New Oversight Committee

Your October 8 letter invites our views and recommenda-
tions with respect to the actions for legislative and
administrative reforms which the Committee might consider.
Looking toward a future which seems certain to be
characterized by a different congressional approach to
oversight of the intelligence agencies, we would be in
favor of a joint committee arrangement to carry out this
function. The experience of the Joint Committee on Atomic
Energy provides an example of House-Senate co-operation to
limit the number of persons in both houses who need to have
detailed knowledge of sensitive matters and to limit the
number of necessary supportive staff. In addition, a joint
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committee would constitute a focal point with which
GAO could co-ordinate its future review efforts and
to which we could properly report our findings. To
be fully effective and to insure public confidence
that oversight is being truly exercised by the Congress,
the joint committee will have to be representative of
the whole Congress and membership on the committee should
be for a fixed duration. The specified period of member-
ship should be long enough that sufficient knowledge and
expertise in the intelligence community can be acquired
by the members. It will probably also be desirable that
there be members of the joint committee who hold con-
current membership on other standing committees having
jurisdiction over some significant portion of the
intelligence community.

On the administrative side, while we are not privy
to information necessary to form specific views, we would
strongly endorse the principle that agency internal audi
functions should be performed actively, by competent and
adequately staffed offices, armed by clear and broad
authority, with reporting responsibility to the highest
levels of management. Similarly, the budget review role
of the Office of Management and Budget should be confirmed
and, if necessary, strengthened.

In conclusion, we recognize the possible need for
adjustments to our internal structure and operating pro-
cedures in order to accommodate the special needs associated
with any significant reviews of intelligence activities. If
the future brings us a more meaningful rofe to perform, you
may be assured that GAO will make the necessary adaptations.

We trust that our observations will be helpful and if
we can further assist in developing specific legislative
language or in any other way, please let us know.

Si ely yours,

Comptroller General
of the United States
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Appendix VI.-Office of Management and Budget staff:
Biographical sketches.

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMF NT AND BUDGET

WASHINGTON. L.C. 20503

JAMES T. LYNN

James T. Lynn is Director of the Office of Management
and Budget, an Assistant to the President and a member of
his Cabinet.

Mr. Lynn came to the Federal governmnt in March 1969
as General Counsel of the Department of Commerce and became
Under Secretary of that Department in April 1971. From
February 1973 until becoming Director of OMB in Feb-F-ary
1975, he served as Secretary of Housing and Urban Development.

Mr. Lynn was born in Cleveland, Ohio, on February 27,
1927. He graduated summa cum laude from Adelbert College
of Western Reserve University in 1948 with a Bac!,elor of
Arts degree in economics and political science. He received
his Bachelor of Laws degree magna cum laude from the Harvard
Law School in 1951.

Returning that year to Cleveland, Mr. Lynn started
practice with the law firm of Jones, Day, Cockley and Reavis.
He became a partner in 1960 and remained with the firm until
he entered public service in 1969.

Mr. Lynn is married to the former Joan Miller of Cleveland.
They live in Bethesda, Maryland, with their three children,
Marjorie, 19 (now in college), Peter, 16, and Sara, almost 14.

* * * * *
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EXECUTIVE OFFICE OF THE PRESIDENT
orricr OF MANA rMINr ANI) flUI)GET

WAS IINGION. D.C. 20503

Paul H. O'Neill

Paul II. O'lleill became
of Management and Budget on

--agency's first official to b
after- Congress placed that r
and Deputy Director in 1974.

Deputy Director of the Office
December 9, 1974. lie was the
e confirmed by the Senate
equirement on the OMB Director

Mr. O'Neill was nominated by President Ford after
serving for nearly two years as Associate Director of OMB
for Human and Community Affairs.

A Federal career executive, Mr. O'Nei'll joined O4B's
predecessor, the Bureau of the Budget, in 1967 as an
examiner in the health unit. He had been a systems analyst
in the Veterans Administration for the preceding six years.
At OMB he led task force groups in the development of welfare
reform and health insurance proposals. He later headed' the
human resources programs division and was Assistant Director
for Human Resources and General Government when he was named
Associate Director in 1973.

Mr. O'Neill was born in St. Louis, Mo., on December 4,
1935. le spent two years with a general contracting firm in
Alaska before entering Fresno State College, where he received
a Bachelor's degree in economics in 1960. Ile studied further
at Claremont Graduate School and George Washington University,
then gained a master's degree in public administration from
Indiana University on completion of a year's study as a Fellow
of the National Institute of Public Affairs.

In 1971 Mr. 0' lei 11 won a Wi 11 iam A. Jumlp Foundation
meritorious award for skill in program analysis and in
formulating human resources programs.

Mr. O'Neill is marri
Iowa City.- They live in
daughters and one son.

ed to the former 11ancy Jo Wolfe of
Fairfax, Va., with their three

* * * * *
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON. D.C. 20503

DONALD G. OGILVIE

Donald G. Ogilvie was appointed Associate'Director of
the Office of Management and Budget for National Security
and International Affairs in September 1974.

In this capacity he oversees the preparation and administra-
tion of the budget in the Departments of Defense and State,
U.S. Agency for International Development, Export-Import
Bank and other Federal agencies involved in international
affairs. Mr. Ogilvie also coordinates legislation which
affect these agencies and seeks to develop more efficient
and economical management in the national security and
international affairs programs.

fr. Ogilvie had been Deputy Associate Director for Manage-
ment, National Security and International Affairs, from
1973 until his appointment. Prior to joining OMB, he was
President and Director of ICF, Inc., a Washington-hased
management consulting and venture capital firm. Froi
1967-69 he served as Division Head of the Southeast Asia
Programs Division, Office of the Assistant Secretary of
Defense for Systems Analysis. --

Mr. Ogilvie graduated cum laude from Yale University with
a degree in economics. He received an MBA degree from
Stanford University Graduate School of Business.

Mr. Ogilvie was born in New York City on April 7, 1943,
and grew up in Connecticut. He is married to the former
Fan White Staunton of Charleston, West Virginia. Mr. and
Mrs. Ogilvie and their two children reside in Washington,
D.C.

* * * * *
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DAVID SITRIN

Deputy Associate Director, National Security

David Sitrin was appointed Deputy Associate Director for National Security
in April of 1974. He joined OMB in 1963 and within-the National Security

S Division has been Air Force Branch Chief, Navy Branth Chief and Depvty
Division Chief.

After active duty in the Army, where he served as a rifle company commander,
Mr. Sitrin was an administrative intern with New York State. Mr. Sitrin
began his Federal career with the Navy Department in 1955 where he worked
until he came to the BOB in 1963. He served as Budget Officer in the
Bureau of Ships and Budget Analyst in the Office of the Comptroller of
the Navy.

Mr. Sitrin graduated cun lauded from City College of New York in 1951.
Ile received a .Mnxwell fellowship to Syracuse Uitiversity, whcre lie was
awarded a Raster of Public AdArinistration degree 111 1952. tie also
completed a year of graduate study at Stanford University under the
President's Education Program in Systematic Analysis.

Richard A. Stubbing

date of birth: 6-13-30

Ph. B. (O~mTeroe) University of Notre Dane, 1952
MBA (Finance) Harvard University 1954
Graduate Study, Princeton University, 1967-68

Active duty, U. S. Navy, 1954-1957.

1957-1961 Cost Engineer, Eastman Kodak

Bureau of the Budget, and Office of Managenent and Budget, 1962 to present.

1962 - 1965

1965 - 1970

1970 - 1974

1974-present

Budget Examiner on Air Force
ballistic missile program.
Budget Examiner on Procurenent of missiles,
Navy aircraft, tactical aircraft program,
tactical air forces and strategic offensive
forces.
Assistant Division Chief, National
Security Division
Deputy Division Chief, National Security
Division
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Arnold E. Donahue

date of birth: 3-13-38

Georgetown U. AD (History) 1960
Princeton U.MPA (Pub Affairs) 1962

~ 1961 Econnist, Comerce Dept. (summer intern)
Intel Officer, CIA, 1962-67

Bureau of the Budget and Office of Managenent and Budget, 1967 to present.

1967 - 1975 Budget Examiner, Intelligence Unit

1975 - Chief, Intelligence Unit, National
Security Division

Emory E. Donelson, Jr.

date of birth: 12-12-22

Syracuse U. AB (Pol Sci) 1947
N (Sovic't studies) 1949

DSS (Eonomics and Geography) 1950

US Army, 1943-46

Economics Analyst, CIA, 1950-53
Liaison Officer, CIA, 1954-55
Reconnaissance Specialist, CIA 1956-69

Bureau of the Budget and Office of Management and Budgct, 1969 to present

1969 to present Budget Examiner, Intelli.ence Unit,
National Security Division
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Michael A. Driggs

date of birth: 10-12-47

Po~to c State C 1965-67
West Virginia University, AB (Pol Sci, Psych) 1969
MPA 1973

U.S. Army, 1969-72

Office of Management and Budget, 1973 to present

1973 - present Budget Examiner, Intelligence Unit,
National Security Division

James T. 1blt

date of birth: 7-11-41

Univ. of Oklahoma, BA (Economics & Mathematics) 1963
Univ. of California, IMA (Finance) 1965

USA 1965-67

1968-73 Professional Staff, Center for Naval Analyses
1972-73 Senior Associate, Consolidated Analysis

Center, Inc.

Office of Management and Budget 1973 to present

1973 to present Dudjget Ua ininer,
Intelligence Unit
National Security Division
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William A. Mitchell

date of birth: 5-29-17

Clemson C. BS (Govt., Ex*ncmics) 1938
U of NC, MA ([ol Sci.) 1.940
Follow, Duke U, 1939-41
Princeton U. MA (Politics) 1942
Rosenwald Fellow, 1946-47
Ph D (Politics) 1948

US Aray 1942-46

Instructor in Politics, Princeton U. 1941-42
Instructor in Politics, Princeton U. 1946-47
Consultant to Citizens Fed Ctte of Educ,OE, smuner 1947
Asst. Prof., Dept. of Pol Sci and Bur of Pub. Admin. U of VA. 1947-49
Assoc Prof of Govt and Head Govt Dept.U of Mass. 1949-52
Consultant to Conin on Structure of Mass. State Govt., summer 1950
Intelligence Officer, CIA 1952-57
Senior CIA Rep. at Natl Indications Center, Pentagon 1957-63
Assoc. Prof. Lecturer in Pol Sci, GWUJ, 1962-63.

Bureau of the Budget and Office of Management and Budget, 1963 to present.

1963 to present - Budget Examiner
Intelligence Unit
National Security Division

James R. Oliver

date of birth: 9-7-44

Brown U., BA (Intl Relations) 1966
American U, MA (African Area Studies) 1968

US Arny, 1968-70

Bureau of the Budget and Office of Management and Budget, 1967 to present

1967 - 73 Budget Methods Specialist
-Budget Review Division

1973-present - Budget Nxalminer
Intel licjne Unit
National S-urity Division

4.

4.
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Appendix VII. - Additional correspondence and materials relating
to the Central Intelligence Agency.

Part A.-"CIA Organizational History in Brief"; March 1975
(unclassified version).

March 1975

CIA ORGANIZATIONAL HISTORY
IN BRIEF

Summary

During the nearly three decades of its existence; the Central Intelligence

Agency. has continuously adjusted its organizational structure to cope with
changing conditions and responsibilities. Within the pattern of constant
change, however, there have been four points at which major reorganizations
have occupied. In its first two years, CIA took on numerous new activities
and shifted responsibilities for those activities frequently. In 1951-52, two
separate entities engaged in overseas operations were merged and the rapidly
growing intelligence production function was reorganized. ,Another massive
change occurred in 1962.. A new Directorate was established to take over the
many projects for technical, as opposed to clandestine human source, collection
of information that were already underway and to assume the responsibility for
conceiving and developing future technical collection systems. Concurrently,
the remainder of the Agency was reorganized and important command and
control functions were centered in an Executive birector-Comptroller. In.
1973 a number of activities were transferred organizationally, with emphasis
on grouping together similar functions, and the Executive Director-Comptroller
functions were dispersed.

Initial Organization

A Central Intelligence Group (CIG) headed by a Director of Central
Intelligence (DCI) was established in January 1946_by President Truman,
and it immediately began assuming intelligence functions carried out by.
various agencies during World War 11. Concurrently, Congress was
engaged in a review of the entire national security -structure, Including
intelligence, which resulted in the National Security Act (if 1947 directing
establishment of a Central Intelligence Agency (CIA). The CIG was accordingly

. transformed into the CIA, which began with an organizational structure
that included a number of administrative functions and four major operating
components: *

-- The Office of Reports and Estimates, which was initially responsible
for all finished intelligence production. The direct forerunner of all the
producing offices now in existence, it was subdivided repeatedly as the

*See the 1947 organization chart.
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production function grew in size and diversified in responsibility. It
was initially formed in the Central IntelUgence Group by personnel
transferred from State and the military services.

-zThe Office of Special Operations, derived from what remained of the
wartime Office of Strategic Services (OSS), which had been attached to the
War Department as the Strategic Services Unit in the immediate postwar
period. It was responsible for espionage and counterespionage. Follow-.
ing.OSS practice, worldwide communications and security support also
were assigned to this operath.ig Office.

-- The Office of Operations, responsible for overt and domestic collection
of foreign intelligence. It, too, was formed partly out of the remnants of the
OSS structure that had been attached to the Pentagon and included a coordinat,
domestic collection activity which became the Contact Division. It also incoripc
the broadcast monitoring assets of the Foreign Broadcast Information Service
transferred from the War Department and foreign document centers taken over
from the Army and Navy and merged into the Foreign Documents Division.

-- The Office of Collection and Dissemination, responsible for establishing
intelligence collection priorities, coordinating the collection efforts of the
various agencies, and organizing the dissemination of both raw intelligence
and finished reports. It soon assumed control of reference aid records
centers as well.

As additional activities and assets were transferred to CIA, they were added
on to the existing structure. For example, joint military intelligence surveys
became a CIA responsibility in October 1947; accordingly, the National Jntelllgenc(
Survey program was organized in a Basic Intelligence Division of the Office of
Reports and Estimates.

The National Security Council, established concurrently with the CIA,
began issuing a series of directives in December of 1947 which shaped the
subsequent structure and missions of CIA. Ozic of the most significant ordered
immediate expansion of covert operations and paramilitary activities. In
response, on 1 September 1948, the Office of Policy Coordination was estab-

"lished.* It had an anomalous relationship with the rest of the Agency, since
the NSC ordered it to remain as independent of the remainder of CIA as
possible and placed it under the policy direction of the Departments of State
and Defense. For OPC's first two years, policy guidance came directly from

*See the 1950 organization chart.
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State and Defense, although the chain of command was through the Director
of Central Intelligence. It was during this period, under OPC, that such
activities as Radio Free Europe, the Committee for Free Asia, Radio Liberty,
the Asia Foundation, and the youth, student, and labor programs of the
Agency began.

Shortly after the establishment of OPC, a Hoover Commission Task Force
began making recommendations on national security organization; they were
partially endorsed by the Commission itself in February 1949. A separate
National Intelligence Survey Group headed by Allen Dulles filed its own
report to the NSC in January 1949. The NSC subsequently directed merger
of the Office of Special Operations, the Office of Policy C~ordination and the
Contact Branch. This could not be accomplished under the original charter
of OPC, however, and no major change was made until General Walter Bedell
Smith took over as DCI in October 1950.

The existence of both OSO and OPC meant that two clandestine organizations
were responding to separate chains of command while working within many of
the same foreign countries. They had caused continual difficulties--especially
by competing for the -.me potential agents--and General Smith immediately
insisted that all ordea- to OPC be passed through him. He also designated a
number of Senior Representatives abroad to coordinate the separate activities.
By mid-1951, integration of the two organizations had begun; complete integration
was ordered in July 1952, although some overseas stations continued to report
directly to the DCI through overseas Senior Representatives until 1954. * The new
joint organization was renamed the Clandestine Services; within it, an Internationa
Organizations Division was activated in June 1954 to handle student, youth and
labor programs.

General Smith also created two new Deputy Directors, one for Administration
and one for Operations; the latter, redesignated the Deputy Director for.Plans
(DDP) in January 1951, headed what became the Clandestine Services.

Meanwhile reorganization of intelligence production offices was being
undertaken. The Office of Research and Estimates waG divided into the
Office of National Estimates, responsible for national-level policy-related
papers that projected analysis into the future, and the Office of Research and
Reports (ORR), which handled economic and geographics intelligence and the
National Intelligence Survey program. A new Office of Current Intelligence
was added in January 1951. A year later, a Deputy Director for Intelligence (DDI)
was named, with supervision over the above offices as well as the Office of
Scientific Intelligence, the Office of Collection and Dissemination, and the Office
of Intelligence Coordination which had been directly under the DCI. In March

58-920 0 - 75 - 35
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of 1952, the Office of Operations (engaged in overt functions: domestic
contacts, Foreign Broadcast Information Service, and Foreign Documents

Division) was placed under the DDI. And that November the Photographic.
Intelligence Division was established within ORR's Geographic Research
Area. A separate Office of Basic Intelligence was formed in 1935.

Between 1950 and 1952 the Agency grew markedly. Administrative
support functions increased along with other activities. In February 1955,
responsibilities for training, personnel administration and communications
were centralized in the Directorate for Administration and the Directorate
was renamed the Directorate for Support. By 1955, therefore, the basic -
structure of the current agency had been established.* The Director'had
three functional deputies, each in charge of a Directorate. Overt collection,
analysis, and production of finished intelligence were centralized in the
Intelligence Directorate. Other intelligence collection--both espionage and
rapidly growing technical forms--was in the Plans Directorate. The Support
Directorate provided administrative services of common concern as well as
specialized support for the various units.

Much of this structure still exists. Over time, however, functions have
been shifted from one Directorate to another, realigned within Directorates
or eliminated--usually for one of two reasons:

-- Decisions or recommendations have been received from other parts
of the governmental structure: the President, the NSC, Congress,
and a succession of special commissions and internal study groups.

-- Organizational philosophy has changed as personnel have changed.
Various approaches have been taken to organization--grouping
similar functions, grouping organizations by common interest (such
as a geographical region) or forming close organizational links
between the supplier of a service and the principal customer. These
changes have been shifts in emphasis; the organization has always
been a combination of the three approaches'

Changes in the priorities given to particular missions or intelligence

targets have also resulted in changes in the size and authority of organizational
components. Growth in a substantive area has led to occasional divisions of
one unit into smaller ones, providing more reasonable spans of control.

*See the 1955 organization chart.
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In the half dozen years following establishment of this framework,
most changes were minor. The DCI's Senior Representatives abroad were
eliminated in 1957. A Photo Interpretation Center was established within
the DDI in 1958, combining functions from several components including
the Photo Intelligence Division. It was replaced in 1961 by the National
Photographic Interpretation Center. And the personnel uid responsibilities
involved in the development of technical collection devices- -primarily
aircraft--were transferred from the office of the DCI to the Plans
Directorate.

1961-1963

Late in 1961, the new DCI, John McCone, established a working
group chaired by the Agency Inspector General, Lyman Kirkpatrick, to
study Agency and Intelligence Community organization and activities.
Final recommendations were submitted In April 1962 and led to the last
major reorganization of the Agency.

Even before the study was completed, one major decision was made.
Technological advances had been numerous and very rapid during the 1950's,
and they had presented new opportunities for intelligence collection by
machines. Reconnaissance aircraft had been developed within the Agency;
collection of electronic intelligence by Interception devices was another
fast-growing area. Technology had also made new kinds of information
available for analysis and created a need for more analysis by scientifically
trained people. Mr. McCone designated a Deputy Director for Research,
with initial responsibility for elements drawn from the DDP and additional
responsibilities to await completion of the study, in February 1962. The
Office of Research and Development, the Office of Electronic Intelligence,
and the Office of Special Activities (responsible for overhead reconnaissance
activities) were established immediately. The Office of Scientific Intelli-
gence (from the DDI) and automatic data processing activities (from Support
and the Comptroller) were added in 1963. With the establishment late that
year of the Foreign Missile and Space Analysis Center, the renamed
Directorate of Science and Technology assumed the basic form it still
maintains.

The Kirkpatrick study also resulted in a major strengthening of the
Office of the Director. The General Counsel's office, Audit Staff, Comptroller,
Office of Budget, Program Analysis and Manpower and the US Intelligence
Board Secretariat were added to it. By late 1962, the position of an
Executive Director-Comptroller had been established and his role as third
in command of the Agency had been delineated. And the Kirkpatrick study
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led to centralization of paramilitary activities, an organization to provide
a command mechanism for future contingencies, and establishment of a
Domestic Operations Division, to develop contacts with foreign nationals
in the US.

By the end of 1963, the organization had settled into the pattern it
kept for the next decade.* Four directorates existed. They were primarily
differentiated by function, but units performing services frequently -were
co-located with their customers'. Central direction was strong, with an
Executive Director-Comptroller playing a major role in all Agency activities
and the Board of National Estimates reporting directly to the DCI, although
the supporting Office of National Estimates remained in the Intelligence
Directorate for about another year.

1964-1972

Organizational arrangements remained largely static for the next decade,
though growing emphasis on analysis led to further subdivision of analytical
offices. The DDI's Office of Operations was reorganized and renamed the
Domestic Contact Service in mid-1965. The Office of Basic Intelligence was
enlarged and took over geographic responsibilities from the Office of
Research and Reports. The latter was divided in 1967 into the Office of
Economic Research and the Office of Strategic Research. In the DDS&T.
the Office of Special Projects was established in 1965 to conduct overhead
reconnaissance, a duty that had been previously handled by a Staff. Staffs
to address special needs were added in the Plans Directorate. Responsibility
for proprietary organizations was transferred from the Domestic Operations
Division to other DDP components in December 1971, and the Division was
renamed the Foreign Resources Division the following month. Some mechanism
for coordinating and evaluating national foreign intelligence activities had
existed since the establishment of the Agency; in 1972, this took the form
of the Intelligence Community Staff in the Office of the DCI.

Activities related to Southeast Asia grew and subsequently contracted
during this period. Organizationally, such changes were reflected in the
creation of a Special Assistant to the DCI for Vietnam Affairs with a
supporting staff and in formation of a number of new low-level components
throughout the Agency.

1973-1975

The most recent series of changes began when James Schlesinger was
named DCI in early 1973. He put in train a number of organizational

*See the 1964 organization chart.
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studies and directed a number of transfers; some were accomplished during
his tenure and some were carried out after William Colby replaced Mr.
Schlesinger as DCI in mid-1973.

The organizational moves and personnel reductions of that time led to
today's organization:

-- The Domestic Contact Service was transferred from the DDI to
the DDP; the staff structure was reduced, and the Directorate was
redesignated the Directorate of Operations.

-- Three technical activities--technical services, communications
research and development, and the National Photographic Interpreta-
tion Center were transferred to the Science and Technology Directorate.
S&T also merged certain functions of the Office of Scientific Intelligence
with the Foreign Missile and Space Analysis Center and established
the Office of Weapons Intelligence. The Office of Special Projects was
transformed into the Office of Development and-Engineering, which
provides engineering and system development support Agency-wide.

-- A new Office of Political Research was established in the DDI.

-- Computer services, which had bee fragmented but with their
largest manifestations in S&T, were transferred to the Support
Directorate. And the Support Directorate itself went through two
name changes, first to Management and Services and subsequently
to the Directorate of Administration.

-- The Board and Office of National Estimates were abolished and
replaced by a group of senior functional and geographic specialists
called National Intelligence Officers drawn partially from outside the
Agency. Both the senior NIO and the head of the Intelligence Community
Staff were named Deputies to the DCI.

-- The position of Executive Director-Comptroller was abolished.
Many of its functions were redistributed within the Office of the DCI
and the Directorate of Administration. A Management Committee -

composed of the DCI, his principal Deputy, the four Deputies in
charge of Directorates, the Comptroller, the General Counsel and
the Inspector General was established to advise the DCI on the
management policy questions.
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-- For budgetary reasons, a decision was made to terminate the
National Intelligence Survey program in the Office of Basic and
Geographic Intelligence; accordingly, the geographic intelligence
unit was redesignated the Office of Geographic and Cartographic
Research.

As of February 1975, therefore, the directorate structure is generally
the same as it was in 1965.* However, there is a stricter adherence to
combining similar functions than in earlier periods. Management direction
and control is decentralized. The staff structure has been considerably
reduced and simplified. And the number of full time staff personnel has
been reduced substantially.

*See the 1975 organization chart.
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Part B.- Letter of November 14, 1975, from CIA to committee,
relating to the War Powers Act and covert paramilitary
operations.

CENTRAL INTELLIGENCE AGENCY
WASHINGTOND.C. 20505

14 November 1975

Mr. A. Searle Field
Staff Director
Select Committee on Intelligence
House of Representatives
Washington, D.C. 20515

Attention: Emily Sheketoff

Dear Mr. Field:

This is a response to the question as to whether the War Powers
Act would prohibit covert paramilitary operations. The question was posed
by Congressman Johnson during Director Colby's testimony before the House
Select Committee on Intelligence on August 4, 1975, and was confirmed in
writing by the Committee staff on August 19. Please bring this letter to the
attention of Congressman Johnson.

As you are aware, the Act, which became effective on November 7, 1973,
over Presidential veto, does not prohibit military or paramilitary operations.
It merely requires Presidential consultation with Congress before the commit-
ment of U .S. Armed Forces into hostilities and Presidential reporting to Congress
following such a commitment. Specifically, the Act provides that:

... [t] he President in every possible instance shall consult
with Congress before introducing United States Armed Forces
into hostilities or into situations where imminent involvement
in hostilities is clearly indicated by the circumstances, and
after every such introduction shall consult regularly with the
Congress until United States Armed Forces are no longer en-
gaged in hostilities or have been removed from such situations.
[emphasis added)

If the President. without a declaration of war or other prior congressional authori-
zation, takes significant action committing U.S. Armed Forces into hostilities
abroad or places substantially increased U.S. combat forces on foreign territory.
the Act further requires that he report to Congress within 48 hours. Thereafter,
the President must terminate the use of United States Armed Forces if Congress
so orders or if Congress fails to act within 120 days.

q.4W*V
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Moreover. the Act's reporting procedures clearly do not apply to
paramilitary activities or other covert action. The Act had its genesis in the
aftermath of the Cambodian incursion of 1970 and its purpose is to impose
requirements with respect to the use of Armed Forces. The Act literally refers
to "Armed Forces,4 and this term was taken in congressional debate to mean
conventional military units and uniformed personnel. An amendment which
would have broadened the Act to cover paramilitary activities of the type under-
taken by the CIA in Laos was offered by Senator Eagleton and was rejected by a
vote of 53 to 34, Amendment 366 to S. 440. Under that amendment, the War
Powers Act would have covered

... (a] ny personnel employed by, under contract to, or under
the direction of any department or agency of the U.S. Govern-
ment either

(a) actively engaged in hostilities in any foreign country;
or

(b) advising any regular or irregular military forces
engaged in hostilities in any foreign country.

For these reasons, it is our opinion that the War Powers Act neither
prohibits covert paramilitary operations nor does it require that such
operations be reported to Congress. If, however, the President wishes
to employ covert operations abroad, section 32 of the Foreign Assistance
Act of 1974 requires that he determine that each operation is important
to the national security of the United States and that he report, in a timely
fashion, a description and scope of such operation to appropriate committees
of the Congress, including the Committee on Foreign Relations of the Senate
and the International Relations Committee of the United States House of Repre-
sentatives. In total, six committees of the Congress are now being briefed
on covert operations.

Thank you for this opportunity to submit a statement for the record.
I am sure you realize that these comments reflect the position of the Agency
and are not definitive with respect to either the position of the President
or any other agency of the Federal Government.

Sincerely,

hn S. Warner
general Counsel
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Part C. - Letter of August 5, 1975 from CIA to committee, relating
to the Puttaporn Khramkhruan case.

CENTRAL INTELLGENCE AGENCY
WASHINGTON. O.0. 20$05

5 August 1975

The Honorable Otis G. Pike, Chairman
Select Committee on Intelligence
House of Representatives
Washington, D. C. 20515

Dear Chairman Pike:

During Mr. Colby's testimony on Monday, August 4,
Congressman Murphy asked a series of questions concerning
the part the Agency played in the decision by the United
States Department of Justice not to prosecute
Mr. Puttaporn Khramkhruan on narcotics charges. In
his reply Mr. Colby indicated that the Central Intelligence
Agency brought the fact that opium had been sent through
the mail from Thailand to the attention of the Bureau of
Customs. In making that statement, Mr. Colby, as you may
recall, looked to me for confirmation and I erroneously
agreed with his statement that the Agency brought it
to Customs attention. This was wrong.

Since the record is in error, we wish to submit the
enclosed memorandum which provides a detailed explanation
of the facts and circumstances resulting in the dismissal
of the indictments against Khramkhruan.

Sincerely,

"ce4 Rogo~ in
Special Counsel to the Director

Enclosure:

Memo on Puttaporn Khramkhruan Case

cc: Congressman Murphy
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THE PUTTAPORN KHRAMKHRUAN CASE

This chronology is in response to Senator Percy's request and explains
the circumstances involved in the drug prosecution of Mr. Puttaporn Khramkhruan.

Mr. Khramkhruan spent approximately 10 months in jall before the indictment
was disin-ssed. The charges were related to a shipment of 59 pounds of raw opium
sent through the mail from Thailand. It was identified by the customs inspectors
and seized prior to its delivery in Chicago, Illinois.

IKhramkhruan was born on 15 July 19,!4 in Burma, was first contacted by the
Agency in late 1969 in Chiang Mai, Thailand, and began reporting on narcotics
trafficld=g in northern Thailand in July of 1972. He was paid a salary of $144.58
per month. He came to the United States in April 1973 under an AID-sponsored
training program. On 11 May 1973 a representative from the Bureau of Customs
visited our base in Chiang Mai, Thailand to discuss his investigation of a narcoticn
smuggling case. He stated that on 8 January 1973, a U.S. citizen was arrested in
Chicago for smuggling 59 pounds of opium in film canisters from Thailand to the
United States. The customs officials in Chicago had found in one of the parcels
a large brown envelope used as packaging material which had Khrarnkhruan's
address in Chiang Mai on it. Our field base advised Headquarters of this inquiry
and the appropriate Agency office contacted the Bureau of Customs in Washington
and learned about the Chicago investigation. On 7 June 1973, to assist the Bureau
of Customs, an Agency officer introduced the customs investigators to Khramkhruan.
who was then studying at Syracuse University. On 14 June 1973, Customs advised -

this Agency they had discovered additional evidence that Khramkhruan was directly
involved in the smuggling. '

On 18 June, Mr. John K. Greaney, Associate General Counsel, went to
Chicago to discuss the case with the Assistant U.S. Attorney, Jeffrey Cole and
U.S. Customs special agent, Mr. J. Bax. It was explained to Mr. Cole that
Khramkhruan had worked for CIA and had reported information about narcotics
traffickers. He had no other assignment. He was not instructed to engage it,
narcotics trafficking or any other illegal activities. JIr. Cole was given a sani-
tized version of an intelligence report submitted by Khramkhruan which describes
a transaction for the procurement of opium in Chiang.,Mal in December 1972. This
report does not mention Khramkhruan's participation-in the deal. Further, Mr.
Cole was told that the Agency had a responsibility to protect intelligence sources
and methods and would have to consider very carefully whether or not an Agency
rebuttal witness could be supplied if needed by the prosecution. It was Mlr. Cole's
opinion at this time that he would prefer to use Khrrrmkhruan as a witness rather
than indict him.
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On 3 July 1973. Mr. Khramkhruan was escorted to Chicago, Illinois by
customs agents to be interviewed by Mr. Jeffrey Cole. During the interview,
M r. Khramakhruan admitted having been actively engaged in shipping the
narcotics and stated that he furnished the wax paper, twine and wrapping paper
for this particular shipment. He also identified five additional people including
Eruce Hoeft, a Peace Corps volunteer stationed in Chiang Mai. Subsequently,
,'r. Khramkhruan advised the U.S. attorney that he was returning to Thailand
and .,old not be available as a witness for the Government in their prosecution.

'pn hearing this, Mr. Cole obtained a warrant for Mr. Khramkhruan's arrest
and had him confined in the Cook County jail. Mr. Khramkhruan was indicted
by the July 1973 Grand Jury, the U.S. District Court, Northern District of
illinois, Eastern Division.

On 11 M",arch 1974, Mr. Greaney again went to Chicago to discuss the case
since the Lrial was set to begin on 18 March. This trial date was later postponed
until sometime in May. The Government attorneys at that time were hoping to
use Khram.- ruan as a witness. They planned to accept a guilty plea from him
with the understanding that his sentence would be limited to that time he had
already served in jail since his confinement in July of 1973. The Assistant U.S.
Aftorney, Mr. Thomas Dent, who had replaced Mr. Cole, was advised that the
Agency would not be able to furnish a rebuttal witness should questions be
raised on the cross-examination of Khramkhruan if he were used as a prosecution
witness. The Agency felt the witness would be questioned about sensitive intel]J,-
ger.:e sources and methods. It was also explained to Mr. Dent that the Agency
:n c.-der to protect its intelligence sources and methods including the identities
Of e.'lovees and agents and on-going operations would have to resist the produc-
tion of its operational files under a subpoena duces tecum from the defense. Mr.
Den! felt that perhaps an in camera conferencefcould be held to show the material
to the judge.

As the trial date approached, Khramkhruan was openly discussing his
Agency relationship and indicated that I.e intended to use this as his defense.
Therefore, on 15 April 1974, Mr. John Warner, the General Counsel, CIA and
Mr. John Greaney met with Henry E. Petersen, Assistant Attorney General,
Criminal Division, Department of Justiceand Mr. Kevin Maroney, Mr. Petersen's
deputy. It was explained that Khramnkhruan was an Agency asset who had been
used to report on narcotics traffickers in Thailand, but of course had not been
authorized nor directed to participate in the illegal shipment of narcotics for
which he was indicted in Chicago. The Agency was concerned about the productiori"-
o: its operational files and intelligence reports as well as possible subpoenas for
agencyy employees whose identities must be protected. Mr. Peterseh stated that
he understood the problem but stated he was reluctant to order dismissal since
t,-.c problems raised by the Agency wcre speculative at that time. He felt a better
course off action would be for the Agency lawyers to discuss the case with the U.S.
attorney in Chicago. On 30 April 1974 Mr. Greaney again went to Chicago to meet
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with Mr. James Thompson, U.S. attorney and discuss the possible dismissal
of the indictment against Mr. Khramkhruan. It was explained to the First
Assistant U.S. Attorney, Mr. Joel Flaum, that the Agency's majoe concern
dealt with the possibility of having to submit the operational files concerning
on-going activities to the defense for inspection under pre-trial discovery as
well as the possible idsuance of subpoenas for Agency- employees to testify as
part of Khramkhruan's defense. These Agency employees were under cover in
Thailand. Mr. Flaum appreciated the problem and thought that Mr. Petersen
could have initiated the dismissil on the behalf of the Department of Justice.
It was explained to Mr. Flaum that Mr. Petersen's position was that the U.S.
Attorney's Office in Chicago had obtained the indictmn, ent and they should make
the decision with regard to any persons to be dismissed from that indictment.

On 3 June 1974 Khramkhruan was released from jal under a $5,000 bond.
Khramkhruan's attorney filed a motion to suppress evidence and in preparation
for the motion hearing requested copies of all the statements Mr. Khramkhruan.
had given to the U.S. Attorney since July 1973. He also wanted the testimony of'
the Agency employee who had introduced Khramkhruan to the customs investigators.
On 5 June 1974, Mr. Jeffrey Cole stated that a request for dismissal of the indictment
-(Form 900) against Khramkhruan and Hoeft had been sent to the Department of
Justice, Washington. D.C. On 17 June 1974, Mr. William Ryan, Chief, Narcotics
Section, Criminal Division, Department of Justice, advised the Agency- that tle
Form 900 had been approved and sent back to the U.S. attorney in Chicago to
proceed with the dismissal of the indictment against Khramkhruan and Hoeft. On
16 September 1974, Mr. Gregg Jones, Assistant U.S. Attorney in Chicago, advised
that a superseding indictment was to be obtained on 17 September 1974 and this new-
indictment would drop the charges against Khramkhruan and Mr. Bruce Hoeft.
On 7 October 1974 Mr. Khramkhruan was back in Chiang Mal, Thailand.

On 14 March 1975 Mr. Khramkhruan wrote a letter to the American Embassy-
in Bangkok seeking compensation for alleged injuries he received while in jail.
The Embassy referred the request to the Department of State in Washington and
CIA advised the Department of State on 21 May 1975 that based on their investigation
they would urge the Department to deny Khrarnkhruan's request for compensation
for the alleged injuries.

This Agency was advised by Mr. Gregg Jones of Chicago on 27 March 1975
that on 6 January 1975 Theodore Norcutt, John Weber and Alan Gluck all pleaded
guilty to the charges in the indictment relating to the shipment of the 59 pounds
of raw opium. On 11 February 1975 Norcutt was sentenced to lS months in prison
and began serving that term on Il March 1975. Weber was placed on probation for
four years. Cluck was placed on probation for four years with a 9 0-day sentence
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sch .dhled to begin on Ii May 1975. Jay Antonoff and Marlene Antonoff were
both indicted, however, neither was tried since they are fugitives from the
United States. Thus, the defendants, except Hoeft and the Antonoffs, were
punished including Khramkhruan %ho was in jail from July 1973 until June
1974.
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Part D. - "Agency Policy and Procedures for Ensuring Com-
pliance with Government Contracting Policies" (June 7,1974).

7 JUN V- 4

AGENCY POLICY AND PROCEDURES
FOR ENSURING COMPLIANCE WITH

GOVERNMENT CONTRACTING POLICIES*

The basic procurement authority for the Agency is found in Section 3
of the Central Intelligence Agency Act of 1949, 63 Stat. 208, PL 81-110,
June 20, 1949. This Act authorizes the Agency to procure necessary supplies
and services by either formally advertised or negotiated procurement methods
in accordance with selected provisions of the Armed Services Procurement Act
of 1947, 62 Stat. 21, PL 80-413. February 19, 1948. Agency procurement
activities are in conformance with this act and the Federal Property and
Administrative Services Act of 1949, as amended, 63 Stat. 377, PL 81-152,

.June 30, 1949.

In addition to the authority cited above, Section 8 of the CIA Act of 1949,
PL 81-110, authorizes the expenditure of funds without regard to law and
regulation for objects of a confidential, extraordinary, or emergency nature.
The certification of the Director of Central Intelligence suffices for the
settlement of such expenditures without further review by the General
Accounting Office. Agency regulations prescribe the fundamental procure-
ment policies for complying with this Congressional intent.

The Director of Logistics in the Directorate of Administration
exercises all delegable procurement authority of the Director of Central
Intelligence as Agency head, except as otherwise specifically delegated by
the Director. Production and services procurements, Federal Supply Schedule
items, and purchase orders are centralized in the Procurement Division in the
Office of Logistics. For research and development procurements, the Director
of Logistics has established a decentralized procurement system consisting of
contracting teams serving each Directorate.

The p ocurement Management Staff, reporting directly to the Director of
Logistics, assists him in the management of the decentralized research and
development contracting teams and the centralized Procurement Division.
The Procurement Management Staff functions as the overall point of coordination

*The policy and procedures described herein are applicable for procurements
funded from Agency appropriations.
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for the creation and maintenance of Uniform Agency procurement policies
and procedures, and acts as a focal point for efforts to increase the
efficiency and effectiveness of Agency procurements. This staff performs
periodic reviews, for the Director of Logistics, of the contracting teams
and the Procurement Division to insure that procurement policies are
implemented by uniform procedures and practices. The chief of this staff
serves as the Agency representative on various governmental committees
concerned with procurement, such as the Commission on Government
Procurement and the. Executive Subcommittee of the Committee on Govern-
ment Patent Policy.

Each of the research and development contracting teams serving the
Directorates and each of the sections within the Procurement Division are
staffed by a senior contracting officer who holds a written delegation of
contracting authority from the Director of Logistics, several negotiators/
administrators,. an industrial auditor, and an industrial security officer.
The procurement of personal services has been delegated by the Director
of Central Intelligence to the Office of Personnel. Construction contracting
is handled by the Real Estate and Construction Division of the Office of
Logistics in coordination, where appropriate, with other governmental
agencies and/or military departments.

The following is a summary of Agency procedures and practices to ensure
compliance with Government contracting policies.

a. Contracting Procedures

The Agency is authorized to undertake procurements by formal
advertising and by negotiation. Because of the sensitive nature or
the security classification of its procurements, negotiation has been
the feasible and practicable method of contracting. As a result the
Agency places great emphasis on Its source selection procedures.
Competition is emphasized to the maximum extent practicable. A
list of qualified sources is maintained and is constantly being enlarged.
At present, this list includes more than 2,200 contractors, not
including those companies dealing in the GSA Federal Supply Schedule
items. Our Procurement Management Staff is the focal point for assuring
that contractors interested in Agency procurements receive the oppor-
tunity to do business with the Agency. Requests for proposals are
issued by Agency contracting officers. Under the decentralized
team concept, source selection is reviewed by senior officials of
operating components in selection panels made up of senior

2
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engineers and scientists, auditor/cost analysts, security officers,
contracting officers, and selected management officers. The
director or deputy director at the operating component level
reviews and concurs in the undertakings of the panel. All
procurements planned by the Directorates are reviewed quarterly
in management meetings with the directors of the operating
components. Major procurements are submitted to the DC1 for
his review.

Agency contracting officers are authorized to use all of
the types of contracts available to the Department of Defense and
the General Services Administration, from fixed price through the
various cost and incentive-type contracts. Determinations and
findings are executed for all procurements, certifying that the
contract has been entered into pursuant to a specific provision
of the law and with the source selection standards applicable.
Agency contracts contain the clauses required by the Armed
Services Procurement Regulations (ASPR) for the type of contract
written. The clauses in the ASPR regulations embody the require-
ments of the law in such areas as labor, small business, equal
employment opportunity, veterans hiring preference, and numerous
other areas of federal legislation.

Contracting Officers are responsible for a continuing review of
the contracts under their purview. They make periodic administrative
visits to contractors to ensure acceptable performance on Agency
contracts. In addition, they obtain information on the capabilities
of new contractors to determine their acceptability as qualified
Agency contractors.

All Agency contracts are reviewed by the General Counsel in
a pre- or post-review of their legal sufficiency and for compliance
with Agency procurement regulations and Federal laws.

b. Audit Procedures

The Commercial Systems Audit Division (CSAD) of the Office of
Finance conducts a comprehensive on-site survey of a contractor's
financial condition and accounting practices and procedures to
determine acceptability for Government work. Auditors are guided
by the Defense Contract Audit Agency (DCAA) Manual and accepted
accounting procedures in the conduct of their survey work. Each
contracting team is supported by members of the Audit Division, not
only for surveys of contractors' accounting procedures but for a

3
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cost/price analysis of proposals submitted during the precontract
phase of the procurement. Once a contract has been let the auditor
assigned provides an interim audit of incurred costs at least once
a year and a final audit of incurred costs upon completion of the
work. The auditor participates as a contract team member in the
analysis of a contractor's labor rates, material costs, unit costs,
and other direct and indirect expenses. He participates from the
proposal analysis phase through to the final negotiated settlement
of the contract. The auditor is guided in his determinations by
Section 15 of the ASPR, which is incorporated by reference into
Agency contracts for determining the standards of allowability and
allocability of costs. CSAD maintains direct liaison with DCAA.
In determining the indirect expense rates to be applied to Agency
contracts the negotiated overhead rates established by the DCAA
are used to avoid duplication of effort.

c. Security Procedures

The Director of Logistics is responsible for the protection of
classified matters relating to Agency contracts. A security staff
reports directly to the Director of Logistics to advise and assist
him in discharging this responsibility. In addition, security
officers are assigned to each contracting element for the purpose
of advising contracting officers in security matters. Security
officers conduct on-site surveys of contractors' physical and
personal security, provide security clearances, conduct security
briefings, and develop security plans* for classified contracts.
All contractors and their personnel performing work under Agency
classified contracts are required to conform to the policies set forth
in the Agency publication "Security Requirements for Contractors,"
dated 1 March 1971, which is incorporated into the terms and conditions
of each classified contract. The security staff maintains liaison with
the Defense Supply Agency for assistance on industrial security
matters.

d. Technical Procedures

Technical officers conduct on-site surveys of contractors'
facilities, research programs, and products. Technical discussions
are undertaken with key company scientists to develop new approaches
to technical problems. Technical inspection reports measuring the
progress and acceptability of the contract work are undertaken
periodically by Agency technical officers. Final inspection reports
certifying the acceptability of the items produced or the services

4
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performed are also completed. Quality assurance procedures are
a part of Agency contracts and are monitored by technical officers
on inspections undertaken at the contractor's plant and on final
delivery of the items at Agency testing and acceptance facilities.
All items are inspected and accepted by Agency personnel in
accordance with the terms and conditions of the contract.

e. Management Review

In addition to the management checkpoints at the operating
and Directorate levels in Agency procurements, regulations
provide for several other management reviews. A CIA contract
Review Board advises and assists the Director of Logistics in
exercising the procurement authority delegated to him. The
Board is composed of a senior-level representative from each
Directorate, as well as an audit, security, and legal adviser, and
is chaired by the Deputy Director of Logistics. The Board reviews
proposed procurements having an estimated value in excess of
$150, 000 and selected procurements which might affect Agency
contractual policy or procedures. The Board makes recommen-
dations to the Director of Logistics for final decision. The CIA
Contract Review Board is also charged with the responsibility of
providing recommendations on Agency-wide procurement policies,
procedures, and practices when so requested by a Deputy Director
of a Directorate or by the Director of Logistics. The Chief, Procure-
ment Management Staff, serves as the principal advisor and consultant
to the CIA Contract Review Board. To support management review, a
computer-based management information system has been developed.
It furnishes statistical data and analytical reports of Agency pro-
curement to the Director of Logistics and to the Comptroller.

Another type of review occurs when contracts may involve
questions of political sensitivity; are undertaken in behalf of or
are funded by other agencies; involve real property transactions
which may raise security or operational difficulties; or involve
more than $500,000. In these cases, even though the contracts
may have been approved in principle in operating plans, they
require a notice of imminent action. This procedure provides the
opportunity for another review by the Deputy Director of the
concerned Directorate and the Comptroller and, as appropriate,
by the Management Committee and the DCI.

Finally, the Director of Central Intelligence has established
an internal audit function within his immediate office which conducts
periodic audits of the Agency's procurement activities.

5
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Part E.-Memorandum dated May 9, 1973, from James R.
Schlesinger, Director of Central Intelligence, and attached
testimony.

CENTRAL INTELLIGENCE AGENCY
WASHINGTON. D.C. 20305

OFFICE OF THE DIaECTO

9 May 1973

MEMORkflDUN FOR ALL CIA EMPLOYEES

J1. Recent press reports outline in detail certain alleged CIA
activities with respect to Mr. Howard Hunt and other parties. The
presently known facts behind these stories are those stated in the
attached draft of a statement I will be making to the Senate Cormittee
on Appropriations on 9 May. As can be seen, the Agency provided --
limited assistance in response to a request by senior officials. The
Agency has cooperated with and made available to the appropriate law
enforcement bodies information about these activities and will-con-
tinue to do so.

2-' All CIA employees should understand my attitude on this
type of Issue. I shall do everything in my power to confine CIA
activities to those which fall within a strict interpretation of its
legislative charter. I take this position because I am determined
that the law shall be respected and because this is the best way to
foster the legitimate and necessary contributions we in CIA can make
to the national security of the United States.

3. I am taking several actions to implement this objective:

- I have ordered all the senior operating officials of this
Agency to report to me infnediately on any activities now
going on, or that have gone on in the past, which might
be construed to be outside the legislative charter of this
Agency.

- I hereby direct every person presently employed by
CIA to report to me on any such activities of which he
has knowledge. I invite all ex-employees to do the same.
Anyone who has such information should call rmy s%-cretary
(extension 6363) and say that he wishes to talk to me
about "activities outside CIA's charter." '
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4. To ensure that A.gency activities are proper in the future,
I hereby promulgate the following standing order for all CIA e.iplyees:

Any CIA employee who believes that he has received
instructions which in anyway appear inconsistent
with the CIA legislative charter shall inform the
Director of Central Intelligence immediately.

ins R: Sc siger
Director
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OPEGII;G STATUE: T

H~r. Chairman, I am here to discuss th2 qustics -hich have arisen

over CIA's real an! alleged role in events that occurred in 1971 and 1972.

S I have opened a detailed investigation into the precise nature of that role.

I can report to you on what. Agency records, no-w being intensively reviewed,

reveal at this juncture. However I do not yet knoi that I have all the

facts in the matter. Nonetheless, I an pleased to present to you such facts

as are now available, and I will certainly provide you with any further

details as they come to my attention.

Let me start.with the Agency's relationship with Mr. Howard Hunt,

whose testimony has recently been made public. Mr. Hunt was a staff

employee of the Agency from 8 Nlovember 1949 to 30 April 1970. At that time

ne retired from the Agency. He perform ed one editorial job of writing up

a recommendation for an award for one of our officers in tlovember 1970.

He was not paid for these services, although the Agency placed the sums of

$200.00 and $50.00 in two charitable organizations for the service perfomred.

In early Jyly 1971, General Cushman, then the Deputy Director of

Central Intelligence, received a telephone call from the W hite House. He

was informed that hr. Hunt had become a consultant on security affairs for

the 'White House, and a request was made that"Mr. Hunt receive assistance

from the Agency. -The minutes of the Agency Norning 1."eeting of 8 July 1971

indicate that the DOCI (General Cushman) reported a call by John Ehrliclran

stating that Hoard Hunt had been appointed a I-hite House security consultant.

On 22 July 1971 Nr. Hunt visited General Cushm.anat the CI building.

According to the records, 11r. Hunt stated that he had been charged with a

highly sensitive mission by the Uhite I!ouse to visit and elicit information
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fro.. an individual- whose ideology he i!,s tiot entirely sure of, and for that

purpse he said he was asked to cone to the Agency to see if he could get

two things: identification documents in alias and some degree of physical

disguise, for a one-time operation. He stressed that he wanted the matter

to be held as closely as possible and that he would like to neet the ASgency

people In an Agency safehouse. Agency records indicate that. in the course/
of the conversation, Mr. runt referred to Mr. Ehrlichan by name and General

Cushman acknowledged an earlier call from Mir. Ehrlich., an to hin. The

Committee may desire to query General Cushman whose knowledge would not

come from such secondary sources.

Geneal Cushman directed the appropriate technical service of the

-ncy to be of assistance to Mr. Hunt, based on the abova request. On

23' uly 1971 Mr. Hunt was given alias documents, including a Social Security

card, driver's license, and several association membership cards, in the

name of "Edward Joseph Warren" similar to material he had been furnished

for operational use while he had been an Agency employee, under the name

of "Edward V. Hamilton." The same day Mr. Hunt iwas also given disguise

materials (a wig, glasses, and a speech alteration device).

By calling an unlisted telephone number given hin, 1r. Hunt arranged

several additional meetings with Agency technical officers, the dates of 1.1hich

cannot be provided with precision. In these, he requested and was provided

a comm-ercial tape recorder (in a typewriter case) and a co.Tmercial Tessina

camera disguised in a tobacco pouch. lIe also brought in a then-uniinti -

associate (later identified from press photos cis 1r. G. Gordon Liddy) a.nd

secured for him a disguise (v:ig end glasses ) dnd ali.s docu-etits in the nn-

of 'George F. Leonard."
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The Agency technical officers r*. these req-usts despite the absence

of the procedural steps and approvals nor,=ally required by Agency regulations.

n3w- ver, they becare increasingly concerned at tig escalation of ir. R, hunt's

requests for assistance. These finally included a request from O.r. Hunt to

" be net on the morning of 27 August 1971, upon his return from California.,

to have a film developed and returned to him. This c;as done the iar*.e day.

He also asked for a flew Y6rk mail address and telephone-answering service

for operational use.

The technical officers raised their concern with tenior officers,

who noted the possibility that these activities could involve tha Agency in

operations .outside its proper functions. As a result, again according to

A ency records, General Cushman telephoned Mr. Ehrlichrian at the White House

on 27 August 1971 and explained that further such assistance could not be

given. Hr. Ehrlichnan agreed. The request for mail address and telephone

answ2ring service was not honored. On 31 August 1971, Mr. Hunt contacted

th3 technical officers again, requesting a credit card, but this wlas refused.

r.r. Hunt had also made a request on 18 August 1971 for the assignment of

a secretary he had known during his Agency career" This was also refused. The

earl i er-furnished alias documents and other :aterial were not recovered, ho,.iaever,

except for the Tessina camare which was returned on 27 August as unsuitable.

Since the end of August 1971, the Technical Services Division has had no

further association with Mr. Hunt. As a point pf reference, I would note

Lfl44: -hz break-in of the office of I-r. Ellsbzrg's psychiatrist too, place

on or about 3 Septerber 1971.
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The Agency outlined th- above events to fir. Patrich Gray, Acting

Director of the FBI, in letters dated 5and 7 July 1972, and a meeting on

283 July 1972. A series of questions were asked the Agency on 11 October 1972

by Mr. Earl Silbert, Principal Assistant United States Attorney for the.

District of Colunbia. On 24 October 1972, Attorney General Kleindienst and

Assistant Attorney General Petersen reviewed the 5 and 7 July transmittals

together with additional, more detailed but undated materials, that had been

provided to Acting FBI Director Gray on 18 October 1972. The Agency is

aware that this material was reviewed on 27 November 1972 by Mr. Silbert, who

asked additional questions on-that date as well as on 29 November 1972.

Written resV.nses to the foregoing questions were provided on 13 December 1972.

An additional submission was made to the Assistant Attorney" General Petersen

on 21 December 1972. This material was discussed at a meeting held with

Assistant Attorney General Petersen and fir. Silbert on 22 December 1972.

All of the foregoing materials can be made available to the Committee if It

so desires.

As a separate matter, which was not kno.in by those who prepared the

material for the Department of Justice in the fall of last year, th'e Office

of Medical Services of the Agency prepared ahd forwarded to the thite House

two indirect personality assessments of fir. Daniel Ellsberg. The Agency has

had a program of producing, on a selective basis, such assessments or studies

on foreign leaders for many years. In July 1971 t r. Helms, then Director,

instructed Agency officers to work with fir. David Young of the 1,.'hite House

Staff relative to security leaks in the intelligence co,,unity.
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Mr. Young requested a study on .'.r. Ellsbarg in the latter part of

July 1971, which Agency activity was apparently approved by 14r. Helms.

At t h3t tice, Mr. Young supplied raw material consisting principally of

ne .spaper and magazine articles together with some State -Departrent and

Justice Departhent papers. The first assessment delivered, to the Rhite House

dated 9 A'ugust 1971, was judged insufficient. As.a result. there were

several meetings between pr. Malloy, Mr. Hunt, and Mr. Liddy, in which

classified information of the JLstice and State Departments was introduced.

One such meeting occurred on 12 August.1971. Additional material vjs

transmitted by Mr. Hunt on 12 October, and another meeting was held on

27 October. #These meetings led to a second version of the assessment,

dated 9 I1ovember 1971. This document was delivered to the Executive Office

by Or. Malloy on 12 N'ovember 1971. Agency records indicate that Mr. Helms

had previously cemunicated with 14r. Young indicating he had read both

reports.

In another contact "about October 1971," an Agency officer arranged

to provide Mr. Hunt certain unclassified materials from CIA files-relative

to a 1954 French case of leakage of Government documents. These were

delivered to his office at the White House.,

In closing, I would like to stress several conclusions of my

investigation so far:

a. CIA had no awareness oF the details of '4r. Hunt's

activities. The Agency's impression was that ;Mr. Hunt ias engaged

in an activity related to identifying and closing off the security

leaks that were so iruch a preoccupation of the Government at the ti.e.
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b. The Agency clearly %..as insufficiently cautious in the

initiation of its assistance to Mtr. Hunt. Later, twhen the nature of

Mr. Hunt's requests for assistance began to indicate a possible active

involvement by the Agency in'activities beyond its charter, the

Agency temrnnated the relationship and refused further assistance.

c. The preparation of a profile on an A-.enican citizen under

these circumstances lies beyond the normal activity of the Agency.

It shall not be repeated -- and I have so instructed the staff. This'

shall be made a part of the regulations, governing such activities.

d. As Director, I have called for a review of all Agency

ivities and the tenination of any which might be considered

outside its legitimate charter. In addition to requesting this

revie-, from my subordinates, I have directed each employae'and invited

each ex-employee to submit to me any cases which they may question.

I am determined that the Agency will not engage in activities outside

of its charter but will concentrate its energies on its important

intelligence mission.
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Part F.-Responses to proposed recommendations and reforms.

CENTRAL INTELLIGENCE AGENCY
WASHINGTON. D.C. 20805

Review Staff: 75/3104/3
24 November 1975

Mr. A. Searle' Field
Staff Director
Select Committee on Intelligence
House of Representatives
Washington, D.C. 20515

I

Dear Mr. Field:

During Director Colby's earlier testimony before
the House Select Committee, Congressman Milford asked
certain questions concerning the adequacy of the
basic laws governing the intelligence community. He
also advanced some proposals on Agency and community
procedural relationships with Congress and requested
the Director's comments.

Ile are forwarding herewith Mr. Colby's response
to the questions of Congressman Milford.

Sincerely,

• ,O

S. D. Breckinridge.
Chief, Review Staff

Attachment:
As Stated
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from Congressvian Milford

Question: Arc the basic laws governing our intelligence cous-
munity adequate? If not, where are the)' deficient?

Answer The basic laws governing the intelligence community
arc generally adequate, *although .there is need for
some clarification in the 1947 National Security'Act,
A major area where these laws are deficient is in
the protection of intelligence sources and methods
from. unauthorized disclosure, the responsibility for
which has been imposed upon the Director of Central
Intelligence by section 102(d)(3). of the National
Security Act of 1947.

Question: Do you have any specific recommendations for* changing
these laws in order,to fulfill the-goals specified ii
your testimony?

Answer : The Agency recommends amending the National. Security
Act of 1947 as follows:

(1) Add the word "foreign" before "intelligence"
wherever applicable.

(2) Add the collection of foreign intelligence as a
function of the Central Intelligence Agency.

(3) Clarify the proscription on internal security
operations and police-type activity within the
U.S. by adding provisions authorizing certain
activities within the U.S. in support of foreign
intelligence activities.

(4) Remove the 'reporting requircmeht on non-
intelligence gathering activities from the
Foreign Assistance Act and place it within the
National Security Act of 1947 in section 102(d)
(S), and change the language of the reporting
requirement to mna:e it clear that tiraely report:-
ing to Congrc.:;:; is no.t necessarily a condition
pTecedent.

(5) Enact the Agency's propo!-.Cd legi! nation "Ilnatithor'i.d
Disclosure of Intv1]i ii nc( Sources and Method:;,"
which a,:vinds the 1947 Act. to give cffoc:t, to the
D:itector's statutory rcsponsibiliics under scctioll
102(d) (3) of that Act.

.(&u:os, t io I s
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The Agoncy would support the enactment of legislation
which would provide for effective congressional oversight.
The Agency believes that the consolidation and concentration
of oversight responsibilities would result in the most effective
oversight and would also protect intelligence sources and
methods by reducing the proliferation of sensitive operational
information throughout Congress.

We are conducting continuing studies regarding possible
requirements for changes in existing statutes. Further
recommendations may be made as a result of those studies.

Will you give me specific recommendations or steps which you
believe will result in better relations among Congress, the
Administration and the citizens concerning intelligence matters?

It is clearly recognized that the policy makers, legislators,
and indeed the electorate must be adequately informed.
With assurances of proper protection, the Agency strongly
endorses the broad dissemination of intelligence to meet
national needs. The Agency has provided essential
information to the Congress while protecting sensitive matters
which the Congress had mandated that the Director protect.
It is believed that once the Congress has developed
effective measures to protect sensitive intelligence
information which has been made available to it, a
major source of potential conflict will have been resolved.

If Congress set up a joint Committee on intelligence to
properly oversee the entire inteligence community
with complete confidentiality as far as classified
information was concerned, would you, as Director of
Central Intelligence or would the Administration that
you are under, have any reservations to the following
proposal:

1. That the Intelligence community present for
authorization hearings its true annual budget
proposals - including all line items that are
normally concealed under other headings or
contained within other Defense functions?
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ANSWER: In the past I have taken the position that questions such
as these should be resolved by the Congress. However,
I cannot in good conscience concur in such a recommendation.
The recommendation contemplates an annual authorization
to appropriate fundsfor the activities of CIA, a requirement
which does not now exist under current law (Central Intelligence
Agency Act of 1949). Such new annual authorization requirement
carries with it the same security problems of an open budget
for the CIA.

I firmly believe that the CIA budget and certain classified
intelligence programs of the Department of Defense should
remain fully classified and non-identifiable. The requirement
of annual authorization for the intelligence community requires
hearings before oversight committees to explain the budget
(which is presently done and which is a procedure I support)
with the added requirement of moving an authorization bill
through the entire legislative process. The resulting public
disclosure could provide potential enemies with considerable
insight into the nature and extent of our activities. Even a
single figure in an authorization bill, without further revelation,
could result in questions and discussions of any changes or trends
developed in succeeding year figures and generate a demand for
explanations eroding necessary secrecy.

I would not object, however, to an arrangement whereby the
oversight committee follows a procedure similar to that
utilized for the intelligence budget by the appropriations
committees. Under such an arrangement, the oversight
committee would authorize expenditure of a specified sum
by means of a classified letter to the Director of Central
Intelligence. In addition, a statement could be included in
the published committee report on the authorizing legislation

- stating that the funds authorized in the bill included funds for the CIA.

2. That the intelligence community would totally brief the committee
on the desired annual goals, programs, projects and missions of
the intelligence community that the annual budget is designed to
support?
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ANSWER: This proposal conforms to our existing practice. I have
often stated that the Agency has no secrets from its
oversight committees. The Appropriations Committees or
its subcommittees receive annual briefings on the goals,
programs, projects, and missions of the individual agencies
of the intelligence community, as part of the annual appropriations
process. CIA also keeps its legislative oversight committees
fully informed of the Agency's activities.

3. That the committees would assign the General Accounting
Office to selectively audit any specific project, operation
or mission that they would deem necessary so long as the
compartmentalization principle is observed?

ANSWER: Section 8(b) of the Central Intelligence Agency act of 1949
gives the Director the authority to expend funds without the
disbursements being subject to further review. It has always
been my position that~a substantial number of CIA's programs
could be audited by GAO, and in fact, GAO did audit some of our
programs for over ten years. That audit was terminated in
1962 because GAO did not have access to all our accounts,
and did not feel they could conduct a meaningful comprehensive
audit without additional access. I an certain that arrangements
can be made for a resumption of a GAO audit of Agency activities
at the request of one of our oversight committees. This would
require advance agreerrnt on-security procedures and on the
distribution and content of the GAO report. In this connection,
it should also be noted there may be instances where expenditures
may be made which would not meet normal audit procedures
although they would meet the requirements for expenditures
made on a certification by the Director under his specific
statutory authority.

4. That the Committees would be equally informed of day-to-day
intelligence activities in the same manner as the President of
the United States, so long as the same security regulations are
followed and further subject to specifications contained in
this hypothesis?
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ANSWER: The Agency is strongly committed to the idea of giving
maximum dissemination of information consistent with
essential security requirements. The Agency believes
that an informed Congress is necessary to the effective
conduct of foreign policy and believes it has an important
part to play in keeping Congress informed. The Agency
has provided and will continue to provide the Congress
with substantive intelligence information. With respect
to reporting on "day-to-day intelligence activities" --
that is, daily operational matters--different considerations
are involved. The Congress established the CIA within
the Executive branch. The President has the constitutional
responsibility to administer the Agency and to see to the
execution of its functions. Congress' oversight of intelligence
activities relates to its constitutional responsibilities for
appropriations and legislative oversight. To perform these
legislative functions, it is not necessary that Congress be
reported to on the day-to-day intelligence activities of the
Agency "in the same manner" as the President of the
United Statbs, who has administrative responsibilities.
Indeed, such an intensive reporting requirement would
suggest that Congress had assumed the function of
administering the intelligence activities of the United States.

- I
58-920 0 - 75 - 37
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Appendix VIII.-"The Bureau's Budget: A Source of Power," by
Walter Pincus (excerpted from "Investigating the FBI," edited
by Pat Watters and Stephen Gillers).

CHlAPTE.1n TI FE

TUE BUREAU'S BUDGET:
A SOURCE OF POWER

BY WALTER PICUS

I: Lack of Nor'mal Controls
The Federal Bureau of Investigation's budget-like the ore

ganization itself-stands unique within the federal government.
It is drawn up and approved, and the resultant federal

funds are disbursed and even audited, not only within the
lhxcau itself but within just one division of it.

The funds appropriated to the Bureau come in one lump
sum, to be expended not necessarily as the Director said they.
would during his congressional appearances, but as he wishes.

\Vhile other government agencies are tied down because
their appropriations are divided among various named or line
items, the FBI has only four legally binding requirements in
its appropriations: tho number of new and replacement auto-
mobiles (including each year "one armored vehicle," the fa.
bled Hoover limousine, which In 1970 cost $30,oo); $ioooo
for taxicab hire, a historiciem; a $70,00o contingency fund "to

meet unforeseen emergencies of a confidential character,* but
not including paymentt of rewards"; and.finally $42,5oo as
"compensation of the director . ... so long as the position is
held by tie present incumbent."

The outside budget review systems that apply to other
agencies and departments do not apply to the Bureau, thanks
either to statute or to tradition. The Department of Justice
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has not in the past held in-house hearings on-the FBI budget.
A former top Justice ]Jcptment administrator, when asked
recently how the FBI budget Is integrated into the depart.
meant's, replied succinctly, "With a stapler." ,

.Those who have participated in the Office of Management
and Budget's half-day review of the FBI btidget say it is
superficial. One former official could recall only one question
being raised over an eight-year period-and it was directed
to tbe-number of ears the Bureau sought.

Congress and particularly the Appropriations committees
have given special treatment to the Bureau budget. The Di-
rector himself noted in testimony that "I can frankly say. we
have seldom been denied funds by the House Subcommittee
on Appropriations... The Bureau of the Budget and the
Congress ... have always been most considerate of our
needs." In his own modest way, Hoovcr was saying that over
the past twenty years he got all that he asked tor and on two
occaions, even more-a record no -other government depart-
ment or agency can equal.

If the FBI were a small agency or if Its activities were non-
controversial, the*budgetary short cuts and special treatment
would be understandable if not totally acceptable. But the
Bureau is big and growing bigger. The $334 million it received
for the 1971 fiscal year makes it-nearly as large in terms of
budget and personnel as the Department of State. And this
figure is almost double the FBI budget of just four years ago.
By the end of fiscal 197.2 there will be a programmed 8,9oo
special agents, an increase of 30 per cent over the number just
three years ago.

In short, after almost. twenty years of slow steady growth,
the FBI still employs the secrecy in management and allocation
of funds that it practiced when it was a relatively small elite
agency run by younger men.

An agency with the Bureau's over-all mission must maintain
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sonic special rights in cQntrast to the normal budget process.
The F3I-along with the CIA and the National Security Agency
in the intelligence area-should be able to undertake activities
that by Lh'er nature must remain secret. The limits of that
secrecy, however, should be clearly defined and should permit
some outside albeit protected review, by both the executive and
legislative branches.

II: Controls from Within
Discussing the manner in which the Bureau puts together its

budget is difficult-impossible, in fact, without the cooperation
of those within the FBI with budgetary responsibilities. I have
been unable to get that cooperation.

Thus, the picture one can draw of the process itself is of
necessity limited. Two things are certain. John P. Mohr, a
thirty.year veteran of the FBI and now assistant to the direc-
tor, is the key budgetary figure, and the process itself is run by
the Bureau's Division. 3, the administrative division.

Unlike other agencies, the FBI assistant directors for opera-
.tional activities-general investigative or domestic intelligence,
for example-do not have budgetary responsibility. They do not
take part in formulation of the budget and they do not allocate
funds after the budget is approved. Instead they formulate
programs which are passed on to the Director for approval.
Such programs may require additional agents or special equip.
ment-but the cost factors are not included as a part of the in-
put to the Director.

"You always would assume that if the program was ap.
proved, money would be available," a former official told me.
"And with a budget that was always going up, funds were
never a problem."

Cost may, according to one former assistant director, have
been part of Hoover's decision whether to approve or disap.
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prove a program. But once a program was appr6vcd, it was
Moh-'s job to come up with the money. "

On the operational level, budgeting is the responsibility of
the special agents in charge of field offices (SACs). A SAC
mtust make the allocations and seek the finances to perform the
tasks assigned to him by the various assistant directors back in
Washington.

The SAC's performance is judged by the statistics he gener-
ates while using the assets at hand. The Bureau does under-
take case level studies that determine whether nu office, Nsed
on the number of investigative matters handled, deserves to
have additional agents. Thus, in the -game of Bureau politics,
it becomes reasonable for the SACS to turn their assets toward
those matters that will generate the most statistics. And not
surprisingly, according to former officials, the assistant direc-
tors push for approval of broad programs that generate those
same statistics. In this process, the well-publicized mandatory
unpaid agent overtime figures are built in for later use before
the Congress.

The primary asset is agents, and each agent is a generalist.
The number in any field office assigned to internal security,
bank robberies or car thefts can vary from day to day and is
controlled not by Washington but by the local SAC. 'The sue-
cessful SAC is the one who reads the pressures from Washing.
ton," one official suggested in discussing how finds are al-
located and statistics developed.

In only one situation, according to a former top official, did
the Bureau assign from Washington a set number of agents to a
national program, and that was to the loyalty program during
the 1950s.

In years past, Hoover always took the position that he would
undertake new tasks or responsibilities with everyone working
harder. "lie would always absorb the additional effort for a
few months after Congress passed additional' laws within the

I
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Bureau's purview," recalled a former official. "Then he would
come In with a budget request to cover a full year's operational
IncreAse." His request would talk In terms of a number of now

__ agents per program, but the figure Would not represent the
actual number of agents that in fact would be :so assigned. It
was just a compilation of agent hours applied to that program
from hundreds of agents around-.the country.

In 1963, when President Lyndon Johnson wanted Hoover
to step up his work in the civil rights field, the Director re-
sponded that every agent he had was fully allocated; to under-
take that task he would need funds adequate to.hire an addi-
tional two hundred agents.

"That was just a way to add to the Bureau," one former
Justice official said in discussing the matter: "A good minager
could reallocate" from less important tasks, he suggested,'and
pointed initially to the agents involved in car theft and Inter-
state payment cases that generate impressive numbers and
dollar-recovery figures-both of which are used before Con-
gress.

It took several years but Hoover did get additional funds
sufficient to hire one hundred new agents, supposedly for civil
rights cases. In is last budgets, he sought and received funds
for one thousand new agents to handle organized crime, air-
craft hijacking and "extremists" matters. Whether one thou-
sand agents are ever assigned to such cases will be known
only within the Bureau's administration division.

Using the backup material Hoover provided in the budget
and supplied to Congress, one may mal~e the following esti-
mates on how his funds were allocated:

Close to 8o per cent of the Bureau's expenditures are for
personnel salaries and "other personnel compensation." Almost
75 per cent of the FBI's budget is devoted to field investiga-
tions. The fingerprint identification activity, costs more than
$2.5 million; the FBI lab more than $7 million. One has dif-.
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cultes going beyond that, although it is clear that the Bureau
itself maintains extrcniel)* tight budget contiols within its own
house. For example, Hoover was able Co tell the Congress
that the Kerit State inquiry, which involved 302 special agents.
at the peak,.cost an estimated $274,1oo not including "6,316
hours of overtime for which [tie agents] received no corn-
pcnsation."

The first level for review of the Bureau's budget would
normally be the Department of Justice and its Assistant At-
torney General for Administration. Past practice was that the
Justice Dcpartmcnt official played no role in drawing up the
budget. ie was permitted to sit in when Clyde Tolson, H1oo-
ver's chief deputy, spent an afternoon before the Office of
Management and Budget going over the Bureau's figures. The
Budget agency has a reputation for looking closely and rcfts-
ing funds for most agencies, but, asked in June, 1971, at a
Senate hearing whether the Budget Bureau had ever denied
him any funds, Hoover replied, "The Budget Bureau frc-
quently rounds off sums which we calculate as accurately as
we can. They also set limitations on the total amounts we can
request in a particular year and they frequently require us to
absorb unforeseen costs which may arise from time to time.
As an example, the FBI was required to absorb .$670,000 dur-
ing the fiscal year 1971 resulting from increased statutory
health benefit costs."

What Hoover didn't add to that illuitrntion, though he hnd
told the House committee about it, was Ithat rather thain "ab-
sorbing" the costs, he used funds Congress had already given
him in a supplemental appropriation for salaries, and deferred
the hiring of one hundred now agents and seventy clerks mitil
the beginning of the next fiscal year. In other words, he ex-
ercised his right of reaching in and taking money he had for
0n purpose and used it for another.

General Accounting Oee audits .'undertaken of FBi e1 -
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penditures are normally spot checks which determine if the
disbursing offlce has a voucher behind each payment. For this
type of bookkeeping the Bureau gets.high marks, not just froi

__ the GAO but from the Budget Bureau as well. But that type of
auditing does not measure the workings of a program nor the
employment of assets-a type of audit that GAO often under-
takes within other executive branch agencies.

The manner in which the Bureau uses its confidential funds,
informant payments and reward money is tightly held-as it
should be. The CIA has similar funds, but it makes an outside
top-secret accounting to a White House control committee.
The Bureau apparently tells no one.

III: Congressional 'Review

The FBI's unique budgetary situation must'be attributed to
a number of factors,nrot the least of which is the Bureau's
almost sacrosanct status in the halls of Congress. Until 1971
Director Hoover rarely found it necessary to appear before.
more than one Appropriations Committee. Every other depart-
ment or agency director-including the CIA most years-had to
put in an appearance before both the House and Senate Ap-
propriations Committees. But Hoover took the position that
.since the House had always granted him all the funds re-
quested, he had no reason to appear before the Senate com-
mittee.

Senator John McClellan became Chairman In i9t of the
Senate subcommittee which handles the over-all Justice De-
partment budget including that of the FBI, and pressed for a
Hoover appearance that year. According to both FBI and itll
sources, the Director declined and eventually the matter was
settled amicably over lunch with an understanding that the
'Director would not be "invited" to appear and thus notplaced
in the position of refusingg."
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In June, 197x, both an NBC television program and a news-
paper series on the FBI made the point oel Hoovcr's non-ap.
pearance before the Senate committee. On June 14, weeks after.
this criticism, Hoover made his first appearance before McClel.
Jan's subcommittee.at a special closed afternoon session that fol-
lowed immediately after the appearance of Attorney General
John Mitchell.

The con,ressional committees with legislative (as opposed to
appropriation) authority, over the Bureau-specifically the
House and Senate Judiciary Committees-have shown no in-
terest in inquiring into the Bureau. So the only congressional
review of the Bureau for the past twenty years, with minor
exceptions, has been that undertaken by the House Appro-
priations Committee's subcommittee which handles the FBI
budget.

The Bureau has maintained another unique relationship to
Congress, and particularly to the I-louse Appropriations Coin-
mittee. Since 1959 FBI personnel on loan to the committee
have acted as full-time directors of all surveys and investiga.
tions-run by the committee. Although the committee has used
investigators from other agencies, the ovenvhclming number
of its investigators are loaned FBI agents. In fact, ahnost two
thirds of the House committee's $& million investigations
budget for fiscal 1973 went to, reimburse the FBI for loaned
agents.

Not only does this arrangement cement relations between
tho FBI and the committee, it also gives the Bureau a special
status among other government departments. What other exce-
utive agency serves at the direction of both the legislative and
executive branches?

For his part, Hoover understood, the importance of his 11111
connections and their value to the Bureau. The FBI agent
chosen to serve as one of the committee's three full-time In.
vestigators-on loan, of course-was carefull; choseni. For ex.
ample, FBI inspector Paul J. Mohr, who recently concluded an
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unusual four-year term with the committee, is the brother of
John P. Mohr, until recently No. 4 man in the Bureau hierarchy
and responsible for tl budget.

The Bureau's involvement with the House Appropriations
Committee was institutionalized In 1959 when the late Repre-,...
sentative Clarence Cannon was Chairman. Cannon developed
the system of using executive branch'investigators as a means
of saving money and asked Hoover to loan him some agents
for full-time work. When George Maon took over the com-
mittee in 1964 he decided to continue the system. Not surpris-
ingly, a Congressional Quarterly survey of ten committee mem-
bers (out of fifty-five) found a general lack of knowledge about
the committee's investigating system. All knew that FBI agents
did investigative work for the committee, but only three knew
the extent to which FBI men were used.

It 's also not surprising, based more on the committee's view
of th0 Bureau than on the presence of the agents-on its staff;
to find that there has been no investigation of the FBI by the
committee in the last twenty years, according to the present
committee staff director, Paul Wilson.

-Representative John J. Rooney, the New York Democrat vho.
now chairs the Appropriations subcommittee which handles
the FBI budget, recently defended the practice of using FBI in.
vestigators in a speech on the House floor. Rooney declared:
"The surveys and investigations staff has never been requested
to conduct any studies directly involving an appropriations re-
quest of the FBI. The FBI's request is closely studied and In-
dependently evaluated by the regular staff of the committee-
which has no FBI personnel assigned-prior to being considered

* by the. members of de subcommittee of which'I have the honor
to serve as Chairman."

What Rooney failed to point out was that although the
regular committee "has -no FBI personnel assigned,""his own
subcommittee staff assistant, Jay B. Howe, the man on the
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regular staff most directly involved with the FBI budget, is
himself a former FBI agent.

A less direct connection exists between the Bureau and the
Senate Appropriations Committee. In the mid-i94os, according
to one Bureau official, the former Senate Appropriations Com-
mittee Chairman, Carl Hayden, asked Hoover to recommend
someone to work on the staff. Hoover suggested a special agent
who had caught his notice named Thomas J. Scott. Today
Scott, the former FBI agent, Is staff director of the Senate
Appropriations Committee.

Hoover's congressional testimony hardly varied in his last
ten years. It reflected not only the Director's manner of opera.
tion, but also the interests of Congressman Rooney. Rooney"s
own words in an NBC interview earlier this year best charac-
terized his approach to the FBI and its Director: "'here hav-e
been very few other agencies in government that have hccn so
efficiently run and with such results to the taxpayers' benefit
as the Federal Bureau. of Investigation . . . without a doubt
Mr. Hoover is the greatest administrator ye have in govern-
ment, in any part of the government."

The outline of Hoover's testimony was predictable year after
year and made for dismal reading to those -who sought some
enlightenment on the Bureau's activities. The Director's prime
emphasis was constantly on the dangers that faced the country
rather than on details of what the Bureau was doing with its
assets. In the 195os the stress essentially was on Communist
subversion from within and Soviet spies from without. In the
late 1g5os Hoover picked up the theme of crime, with emphasis
on youthful offenders and repeaters. The black and radical
movements bega- to appear in his testimony in the early 960s,
and in 1971 they dominated along with an appropriate expos.
tion on "parole, probation and clemency abuses" and an ex.
tensive paper on "major prosecutivo efforts directed against
organized crime."
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Surrounding these dramatic readings of the dangers we face
were the statistics- and dollar flgurcs so dear to the hearts of
both the Director and Mr. Rooney.. The Director Invariably
opened his testimony with a direct statement on the increases
being sought, along with a lne of descriptlon-'The remaining
398 full.year employees (all clerks) for FBI headquarters are
for the fingerprint operation where 95 vwill be used for current
work Increases, 29 will be involved with preparation Work for
the automation of identification records and 274 will work on
a long-term project to consolidate our civil fingerprinting file."
Those details were further embellished by an array of tables
and comparison charts that would bore the most intense Bureau
follower.

Hoover also occasionally lightened matters by throwing in
statements that reflected a shrewd assessment of what Congress
war.tcd to hear. For example, in telling Rooney in March,
1971, 'about his major increase In agents-one thousand new
ones or an ovcr- all agent growth of 12 per cent at an annual
cost of more than $io million-Hoover stated, "The committee
will be intcrcsted in knowing that of i,ooo agents which were
rcqucstcd by the President and implemented by the Bureau,
67 per cent or-607 of thosc men have bad military experience,
many at the rank of captain and above. That experience is a
great asset because they are in fine physical shape and have
the discipline needed as an agent. They have the ability to
make prompt decisions, having served in leadership positions
during the Vietnam era." (These are hardly the credentials
needed to do objective investigative work among the peace
groups and now student radicals, however.)

Among the regular statistics of 197o delivered by Mr. Hoover
in 1971-as in the past-were:

-Fingerprint receipts and, normally, how they reached rec.
ord numbers. In 197:, however, there was a failing off, so
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Hoover Introduced a now statistic, "correspondence, forms nnd
name checks received." Needless to say that 197o carried the
asterisk for all-time high.

..Uboratory examinations, which as usual were at an all.
time high.

-Fugitives located were at 3,31S-"'a new high and an in-
crease of i8 percent over the locations in 1969."

-Automobile recoveries "increased 5 percent in 1970 as
compared to 1969 to reach a new record high of 30,599."

-Investigative matters received continued to grow along
with another figure, average assignment per agent. Ioover
stressed he "prefers to see" an average of eighteen matters. But
the average assignment per agent reported for 197o to the
House subcommittee was thirty-one matters and Hoover
pointed out that the 1,036 agents to be added during the com-
ing two fiscal years "would have little impact upon this average
work assignment..." Just three months later in his testimony
before the Senate committee Hoover noted, "The average as-
signment per agent is now twenty-nine investigative matters."
In the intervening thrco months, according to the prcscnta-
tions, only seventy-four new agents had bccn added to the
roUs. What caused the drop of two matters per agent was not
disclosed.

One of Hoover's proudest charts was labeled "FBI ac-
complishments and appropriations." It showed how each Year,
despite the Bureau's ever-growing budget, the fines, savings
and recoveries stemming from the Bureau's activities rose at an
even greater rate. 'This accomplishment represents an average
return of $i.6o for each $i of direct funds appropriated to the
FBI in the 1970 fiscal year," the Director said as he handed
Rooncy his fiv.year chart.

Taken alone, these statistics appear ludicrous when ranged
against the more serious problems that Hoover said the country
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faced-organized crime and espionage, for example-and which
should have been a prime. focus for the assets he received. Yet
interviews with past and present Bureau oflidals confirm that a
substantial amount of agent time across the country is devoted
to the tasks that result in providing these statistics, rather than
toward investigations that require large numbers of agents and
long periods of time and may not produce any dollar statistics
at all.

\VhIen the I-louse subcommittee members ask any questions,'.,
they are most likely to be of the character that were posed in
March, 1971. Representative Neal Smith, a Democrat from
Iowa, asked if the Director had fingerprints for all members
of Congress on file. Hoover, still stung by accusations that he
had bugged Capitol Hill telephones,. automatically responded,
"No, sir. I would like to add, also, we have never tapped a
telephone of any Congressman or any Senator since I have
been Director of the Bureau."

Smith, who himself didn't vant to be misunderstood, quickly
responded that he "was thinking in terms of it being a good
thing'to have the fingerprints of all Members for the protection
of the Members in the case of accident.*

Representative Elford A. Ccdcrberg raised the question of
Ramsey Clark's knowledge and approval of wiretaps while he
was Attorney General. Cederbcrg and Hoover then entered into
a colloquy on Clark during which the congressman quoted a
section of Clark's previous testimony before the same subcom-
mittee in which he praised the FBI. Cederberg remarked he
had brought it up because "I thought it might not be a bad idea
to place on the record the statements of the former Attorney
General in his last testimony before our Committee In regard
to the FBI. I am delighted, in light'of the facts that are being
put out in public print, to know that he did, in writing, author-
ize the use of electronic surveillances by the FBI.".

Chairman looney then asked, "Wlat do we kmo about this
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Bernadette Devlin?" and Hoover's brief reply Included the
statement, "I don't know why the State Department granted
the Visa for her to come over here, but it did."

Representative Robert Sikes did close by asking about "the
purchase of armored cars for the FBI... Are they for your
use?"

Hoover responded that two were kept in Washington, one
in New York and one in Los Angeles, but ratlr than calling
them his own, preferred to describe then merely as being
"used for protective purposes." It fell to Clyde Tolson, sitting
beside Hoover, to tell Sikes that "during the calendar year
1970, Mr. Hoover received twenity-six threats on his life and so
far this year, he has received another sixteen threats. It is nec-
essary for security reasons for Mr. Hoover to be transported in
those vehicles."

The questioning-if that is what it can be callcd-clearly
shows that the lack of substance in Hoover's testimony before
the subcommittee was not solely of his own doing. The con-
gressmen themselves did not want to get into substance.

A close study of Hoover's testimony over the past fifteen
)'ears, however, discloses a number of areas worth congressional
questioning-from the approach of Bureau investigative work,
such as use of informants and wiretaps, to the allocation of
agent resources to produce statistics.

For example, although the number of FBI agents has in-
creased from 6,oo5 in fiscal 1957 to 8,482 in fiscal 9 Con-

gross has actually provided funds over the past fourteen years
for a total of 8,976 agents. Thus, IHoover received nioiicy
enough to hire more than he actually had.

In February 1967 Hoover testified he had 6,532 agents, and,
with the additional funds he sought, he'would add another
io6 agents. This, he told Congress, would give him a total of
6,638 agents in fiscal 1903. He got the money he wanted, but
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thc next year, the Director was back saying he had only 6,590
agents-and the subcommittee never -,vke3d why this was 48
fcwcr than he said he would have one year'earlier.

Hoover's biggest agent gap took place between 1957, whcn
lie said he had 6,oo5 agents, and 1962, when le said he had
5,935. In the interim, he had sought and received.funds from
Congress to add no fewer than 2S7 agents.

When asked about the "missing" agents, FBI spokesman
Thomas Bishop at first said the ncw agent funds were to fill.
slots vacated by retiring agents. ie later revised that to say it
might refer to authorized rather than actual agents on duty.
Finally he said he had no answer.

Apparently, however, the funds involved were used for
other Bureau expenses. But by asking for money for new agents,
Hoover was always assured he would get his request. The FBI
budget is appropriated in one lump sum, so there is nothing
ieg,.ly wrong in what Hoover did-but it does show a bureau-
crat's ability to use figures to get what he wants.

IV: The Future
CIcarly if the FBI is to be reintegrated into the government,

one of the first steps would be for the Attorney General and his
top staff to play a role in the FBI's budgeting and the pro.
gramming that stems from it. The U.S. attorneys and the de.
apartment's Criminal Division in particular should be aware of
FBI future planning as a guide to their own activities. As a
former Justice official understated it recently, "The FBI budget
planning can in the long run have an impact on caseloads and
the courts."

The measure of FBI performance should be changed so as to
put less stress on tie statistics that prove. its "efficiency" and
more on meeting the most pressing of the problems it faces.
In short, assets probably should be reallocated. But that judg-

58-920 0 - 75 - 38
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ment can only be made with a c1dar understanding of what tho
distribution is today.

It will fall to the congressional committees that review the
FBI budget to apply the kinds of policy controls niany feel are
now Jacking. They have a broad enough makeup and separa-
tloh from executive responsibility to raise the controversial
questions that never seem to get asked within an administra-
tion's family. Only the attitude of the members on the Hill
need to change; the opportunity is already there.

Almost every year Hoover provided a brief statistical report
in the area of civil rights and the FBI. lie told the Rlooncy
subcommittee that the FBI in 197o handled 934 investigations
under the Civil Rights Act of 1964 and thaL cases in this area
"often are of a controversial nature." In order to provide a
figure on agent participation, Hoover linked the work in civil
rights with "that required in connection with racial disturb-
ances and keeping abreast of the activities of extremist and
bate groups" and came up with a figure of "an average of 2,139

agents each month." The Media, Pennsylvania, documents
showed that the Bureau undertook a vast investigation into all
black student groups-an undertaking that one would hardly
class i falling within the civil rights area, though Hoovcr's
testimony indicated that he did. No congressman present,
however, raised any. questions.

Hoover often referred to the publications produced by the
Bureau and their costs, but no one asked him about his office
of criminal records or costs of his publicity activities.

Each' year Hoover reported on informants in a fev para.
graphs. But there never was a question about the varieties of
informant activity; the committee limited its concern to the two
areas Hoover cited-location of fugitives mid recovery of stolen
goods.

Handling of derogatory arrest information by the FBI -was
raised before both the House and Senate committees in 2971
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through a quest ion and answer insert provided by the Burean.
Only Senator loman liluska followed tip with a few questions.

The Director each year provided Information on the diumber
of Bureau electronic surveillances as of the day of his testi-
ninny. The only substantial al discussion on the subject In both
comIMittccs in 1971 was to Criticize newspaper articles which
discussed FBI- wiretapping.

Hoover provided both committees with extensive. prepared
papers on the FBI and organized crime.

Thus, there was hardly an area of public controversy or con-
cern that Hoover himself did not raise in his congressional ap-
pearances. In the future, perhaps someone. on the pertinent
subcommittees will have the sense of responsibility to follow
through.with questions to the Director that the public deserves
to have answered.

The Bureau must be opened up for within-government re.
vicw and coordination, as well as congressional inquiry for the
public benefit. But this does not mean that everything the
FBI does should be subject to executive or public review. The
FBI has responsibilities for undertaking investigations that
reach the highest levels of government-inquiries that should
not be subject to review by higher authorities or Congress be-
cause those individuals may in fact be involved. This is the
gravest type of responsibility and one that must be vested
wholly within thd Bureau. In some areas at some times the
FBI must be an agency unto itself-and it must be so struc-
tured and run by men of the highest caliber to perfonn such
tasks.

This country needs an agency of qualiTy -and-public standing
to perform the tasks assigned by law to the FBI. Time and
practice have made it today a totally separate power. It needs
to be brought back into government, but with the limited
special status required to protect all, the people and not just thd
fcv who run it now.
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V: Conference Discusision

Mn. ELLrFF: First, Ken Clausen of the. Washington Post has
, done some good work on informants and he comes up with

this: "'hc Justice Department of Attorney Ccneral John Mitch-
ell does not know how much money the FBI actually spends
for informants. The funds are hidden in the Bureau's $300 mil-
lion plus budget, and the figure is jealously guarded." However,
recently, Representative Rooney said, "The FBI informant
fund is the same as the Bureau of Narcotics and Dangerous
drugs, which'is 3.7 million dollars for informants, at least
this year."

Second, in 1943, when Clarence Ca,1Claion beic , , "" ...m.
of the House Appropriations Committee, he asked for FBI
agents to help and in the Roosevelt papers I found this mcmo
from Francis Biddle, the Attorney General, to Roosevelt:

Congressman Cannon has requested that Hoover assign FBI
agents to investigate needs of the various departments re-
questing appropriations so that the Committee may dctcr-
mine in any particular case whether additional personnel is
needed, whether there is waste and so forth.

The Biddle memo goes on:

I n strongly opposed to the plan. It would put the Depart-
ment of Justice in the impossible position of investigating otier
departments, including the Army and Navy, and passing on
their needs.

And he says to the President, "I thought that I should report
the matter to you since you might wish to indicate what you
think should be done." And Roosevelt notes, "You are ab-
solutely right." So under the Roosevelt administration, no FBI
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agents were nssigncd to the Appropriations Committee. That,
of course, was changed, as you report in your paper.

M[n. P,.ccus: Yes, I think two things. One, Cannon wanted to
do it because he wanted to save money and he went ahead and
did it anyway. It didn't matter what Biddle said. It started
back in the Forties; he had not only Bureau agents, but a
variety of other executive agency people working for him.

Second, my own personal feeling is that it really. shouldn't
be allowed. An)' committee can put together its own staff and
in many ways do a much better job than the Bureau is capable
of doing. But you can't at the same time serve both.the legisla-
tive and the executive branches.

Min. RANSONI: I have a question for Mr. Pincus. To what ex-
tent on Capitol Hill is the fear of a secret dossier in the Bureau
a deterrent to a more aggressive questioning of its present
Director? I realize you can only have an impression about this,
but I wonder if you have one.

Mn. Pncus: I think it fits into the same category as every
civil rights leader's feeling. that his phone is tapped. A politician
can't afford certain kinds of exposure or doesn't think he can
afford it. Politicians have a certain number of battles that they
can fight; flc)' usually want to fight ones that they can win. It
is almost impossible to beat the Bureau. Nobody has really
been willing to make the fight. Part of it is the fear of the
secret dossier, and I'm sure at times there have been actual
uses or at least threats made.

I've asked the same question of people who have worked in
the Justice Department. How often are they willing to take the
extra step to confront Mr. Hoover or the Bureau on some ques-
ii iiM, Ib- eoc are willing to win some and lose some, but
never tr to fight the whole battle. Much of the power that has
been accumulated by the Bureau hasbeen weaned away from
other agencies and institutions over a period of time because
they haven't been willing to call a halt at some point.
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Mn. Iiu '-LEY: My question ties in with Wvhat you just said.
I can understand why politicians and even people in the De-
partment of Justice, including Attorneys Cencral, have had
some reluctance to deal directly with a person as powerful as
Mr.' Hoover. I also agree, as you said earlier, that the press,
until quite recently, has dealt very tenderly with him. I wonder
how you would explain that.

Mn. PiNcus: To go into My theories of the press would take a
long time. The simplest one is that newspapers, and television
to a greater degree, are dependent upon official sources for
news. It is not news if I say something happens; it is news if
Mr. Hoover does. And so, if you want to go after the Bureau,
you're not going to get anybody to talk to you about tho
Bureau. You've got to go find it out yourself, and then you've
got to bring those facts forward and say, "This is what I un-
covered." That's a difficult job. It's much easier to use your as-
sets as a newspaper in covering press conferences, where you
can quote well-known people.

There have been, over a period of time, pieces about the
Bureau, but not very many. The lack is a result of the diffleulty
in developing stories without help and a result of Mr. Hoover's
ability to give reporters access to files that can make them look
very good.

Lot me give an example. When I first started out, I did a
piece about his armored cars. I was doing a piece about every-
body's limousines and somebody at GSA gave me the bid for
Hoover's. At the time, it was just a $20,000 car. I wrote about
it. The fellow who gave me the contract, which was a public
record, was transferred. My paper got all sorts of letters from
Hoover, and finally said, "Well, you know, we have no control
over things like that." It's not worth it for them.
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Appendix IX. -Additional correspondence and materials relating
to the Internal Revenue Service.

Part A.-IRS "Information Gathering Guidelines" of June 23,
1975.

NUMM 93G- 15(159

supplement 42G-328
45G-231

T,! ,tti-wvf internal Revenue Service

51G-118
5(12)0-25
61G-3
71G-9
91G-33
94G-57

Distribution:
IRM 1(15)59, i00, 4200, 4500, 5100, 5(12)00, 6100, 7100, 9100, 9300, 9400

June 23, 1975 Information Gathering Guidelines

Section 1. Purpose

.01 This Supplement impliments Policy Statement P-i-1 (Approved 6-23-75), attached,
and provides guidelines for the gathering of information that may be solicited, obtained and

retained for use by Service personnel as background material prior to the assignment of a case CA
for collection, examination or investigation.

--- .02 These guidelines are not intended to alter in any way the gathering, solicitation

and documentation of tax related facts and evidence necessary in developing cases that have =4
been assigned for collection of taxes. examination or investigation of a tax liability.. to

Section 2. Background

.01 Compliance with the tax laws which the Service is authorized and directed to enforce
cannot be determined solely by reference to the information on returns and documents filed with,-'
the Service. Therefore, the Service must obtain information from outside sources for the
effective administration of the tax laws.

.02 Information gathering activities which were suspended by telegram to All Regional
Commissioners on January 22, 1975 (reissued in the Internal Revenue Manual as Manual Supplement--
91RDD-7, CR 41RDD-18 and 51RDD-20 and 71RDD-) and by telegram to All Regional Commissioners,
District Directors and Service Center Directors on February 7, 1975 (reissued in the Internal
Revenue Manual as Manual Supplement 93G-148, CR 42G-323, 45G-223, 5(12)G-22, and 71G-3) may be
resumed in accordance with the guidelines and definitions set out in this Manual Supplement.

Section 3. Record Retention and Destruction to

.01 No information documents of any type presently on hand or hereafter acquired in the M
Service concerning Intelligence Information Gathering, Joint Compliance Program,Coordinated 0
Compliance Projects and Returns Compliance Program will be destroyed until the Senate Select m_
Committee and all other-official reviewing bodies complete their investigations of intelligencer-v
activities carried out by or on behalf of the Federal Government. The suspension of destruc-
tion procedures does not preclude use of such information for civil or criminal tax adminis-
tration purposes, provided such use does not includE destruction. Instructions concerning
records disposition will be issued as soon as the investigations are completed.

.02 District Directors will ensure that documents and information relating to or arising
from information gathering activities (including projects and programs), whether solicited or
unsolicited, which are not necessary to the administration of the tax laws and do not indicate
a violation of a Federal law enforced by another agency will be segregated and placed in a
separate storage area with access limited to Division Chiefs. To the extent practicable, the
data should be filed according to taxpayer name. An index of all documents from the dis-
continued Information Gathering and Retrieval System should be retained. These records may ='
be transmitted to the Federal Records Center, or destroyed in accordance with IR1 1(15)59, t0
when the Congressional investigations specified in Section 3.01 are concluded. C

.03 Directly tax related documents (defined in Section 4) remaining after the review
specified in Section 3.02 shall be maintained in accordance with the provisions of these
gu C nZa.
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Section 4. Definitions

.01 The term "directly tax related information" means only documents, statements, facts
and testimony which reasonably relate to or aid in determining the correct tax liability of
the taxpayer. Noncompliance may be indicated by.such information as:

1 Personal expenditures or investments not commensurate with known income and
assets;

2 Receipt of unreported income;

3 Overstatement-of itemized deductions, business expenses, cost of sales, tax
credits, etc.;

4 Improper deduction of capital or personal and living expenses;

5 Failure to file required returns or pay tax due:

6 Omission of assets or improper deduction or exclusion of items from estate and
gift tax returns:

7 Violations of conditions and requirements relating to tax exempt status of
organizations;

8 Improper operation of a qualified employee plan and trust; or

9 Other actions substantially similar to 1-8 above.

.02 The above factors do not stand alone, but should be considered in light of the
taxpayer's occupation, prior accumulation of wealth and data shown on tax returns and the
results of prior examinations or investigations. PrudenC judgment must be exercised in
making the decision whether types of information in 4.011-4.019 are directly tax related.

.03 Documents and data relating to agents' daily activities, time reports and other
case-management and internal management documents are not considered to be background material
or taxpayer related information and may be retained for management purposes.

.04 The following definitions of other terms apply to these guidelines:

I A "case" is an accumulation of facts concerning a taxpayer, which are segregated
and associated with the taxpayer's name and evaluated for potential assignment to an employee
for appropriate action.

2 An "assigned case" is a case that has been assigned to an employee or group of
employees for action and that is subject to a requirement for a written report or an entry in
a log indicating the action taken when the case is completed.

3 A "case file" is the accumulated notes, documentation and information assembled
as a result of Service inquiries of and about a taxpayer which contains the taxpayer's name
or identifying number or symbol assigned to the taxpayer.

4. An "informant's communication" is a communication from anyone outside the
Service, written or oral, voluntarily submitted to the Service identifying one or more tax-
payers and providing some information about the taxpayer.- The informant may be anonymous.

Manual Supplement
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Section 4 -- Contd.

5 A "project" is a study, survey or canvassing activity involving a limited number
of tayrsyers within such categories as an occupation, an industry, a geographic area or those
Involved in a specific economic activity, undertaken to identify noncompliance with the tax
laws.

Sertion 5. Broad Service Guidelines Governing All Functions (Except Inspection)

.01 District employees are encouraged to continue to be alert for indications of tax
noncompliance which come to their attention. Audit, Collection, EP/EO and Intelligence
employees will report such information as provided in their respective sections of this
Supplement. All other employees will report such information via memorandum through channels
to the Chief, Intelligence Staff at the appropriate Service Center.

.02 Indications of noncompliance identified by Service Center, Regional and National
Office employees will be forwarded to the Chief, Intelligence Staff at the appropriate
Service Center.

.03 Information received by Service employees, which indicates a violation of a Federal
law enforced by another agency, will be forwarded through channels to the Director, Intelli-
gence Division, for forwarding subject to disclosure provisions, to the appropriate agency.
(Reference IRM 9382.4).

.04 No employee shall maintain background or historical files on taxpayers except
where such files are an integral part of the case file pertaining to a currently assigned
case, unless specifically authorized to gather information as provided in Section 8.03.

.05 Employees assigned to a project involving information gathering must ensure that
all information received is included within the project files.

.06 Employees assigned to projects or individual information gathering may obtain
information from sources outside the Servic for purposes of verifying the filing of required
returns, payment of tax, exempt status, proper reporting of income, deductions or credits, or
otherwise determining compliance with the tax laws. However, the information obtained must
be directly tax related and necessary to the administration of the tax laws. (See Sections
4.01 and 4.02).

.07 The Information Index System will be used whenever it is necessary to index informa-
tion.

.08 Any employee who receives information concerning Service employee misconduct will
forward the Information directly to Inspection.

.09 Informants' communications will be forwarded to the Chief, Intelligence Division
for transmittal to the Chief, Intelligence Staff at the appropriate Service Center. The
informants' communications will be evaluated by appropriate personnel at the Service Centers.

.10 Informants' communications concerning violations of other Federal laws will be
forwarded by the Chief, Intelligence Staff, subject to disclosure provisions, to the appro-
priate agency.

.11 Information received which is not directly tax related and does not indicate a
violation of other Federal laws will be segregated and stored, as provided in Section 3, for
ALU-2sitiOn when instructions are issued.
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Section 6. Responsibilities

.01 Assistant Cosnissioners will provide for an annual review of each region's informa-
tion gathering activities as a part of the National Office Review Program (NORP) to ensure
compliance with Service policy and these guidelines.

.02 Regional Commissioners vil provide for a review of each district's information
gathering activities in their semi-annual visitations to the districts to ensure compliance
with Service policy and these guidelines.

.03 District Directors are responsible for the approval of all district information
gathering projects. While the Chief. Intelligence Division may authorize Information
gathering on specific taxpayers outside the scope of projects as and to the extent provided
in Section 8.03, the District Director shall provide for quarterly reviews of all information
gathering activities on projects and specific taxpayers, to ensure compliance with Service
policy and these guidelines.

.04 Each employee is responsible, in the interest of safeguarding taxpayer privacy, for
ensuring that Information other than that necessary for the administration or enforcement of
the tax laws Is not solicited, indexed or associated with the name or other identifying
symbol of a taxpayer. (See Section 3.02 for the disposition of any such information
described therein as may be or may have been received.)

Section 7. Initiation of Projects to Determine Taxpayer Compliance

.01 Projects, as defined in Section 4.045. must be authorized in writing by the Assis-
tant Cosmissioner, Regional Comssioner or the District Director. Authority to initiate
projects may not be redelegated.

.02 Authorizations for projects must state the purposes and define the scope of the
project. Project activities may include obtaining and analyzing data from sources outside
the Service, but only information meeting the requirement of Section 4 may be sought,
obtained, indexed and analyzed. Authorizations must also specify the estimated life of the
project and specifically state what type of information is to be indexed.

Section 8. Intelligence Division Procedures

.01 The Intelligence Information Gathering and Retrieval System (IRM 9390) is dis-
continued. All districts will utilize the Information Index System, which will be described
in a separate Manual Transmittal, to file and index directly tax related information. Such
tax related information now in the discontinued Information Gathering and Retrieval System
may be retained in district files and indexed only if it relates to a taxpayer Included in
an authorized project or for whom the Chief, Intelligence Division, has authorized
information gathering.

.02 Where authorized by an Assistant Commissioner, a Regional Conissioner, or a
District Director, projects, as defined in Section 4.045, mey be initiated for the purpose
of identifying taxpayers involved in tax evasion or other criminal violations of the Internal
Revenue Code. The authorization for a project may identify one or more taxpayers at the
outset for information gathering activity and additional taxpayers may be identified as the
project progresses. Immediately upon termination of the information gathering phase of the
project any information not associated with the case file of a taxpayer must be removed from
.the Information Index System and destroyed unless It relates to a taxpayer for whom informa-
tion gathering has been specifically authorized by the Chief as provided in Section 8.03.
(Note, however, that Section 3.01 prohibits destruction pending the completion of certain
inquiries. Information removed will be stored in the district until this suspension is
released.)

Manual Supplement
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Section 8 -- Contd.

.03 In addition to project information gathering, the Chief, Intelligence Division, may
authorize individual employees to obtain information on a specific taxpayer who is or appears
to be involved in activities which have tax significance for purposes of making a decision as
to whether or not to initiate an investigation. This authority may not be redelegated. The
Chief's authorization must be made in advance of the information gathering activity. Only
information or data directly related to administration of the tax laws which the Service is
authorized and directed to enforce will be solicited or indexed, as specified in Sections 4.01
and 4.02. The Chief, Intelligence Division, may authorize only information gathering activi-
ties which relate to a taxpayer of interest to that district. The district's interest may be
the result of the taxpayer filing returns in the district, residing in the district or having
a principal business or other economic activity in the district. In the event the interest of
another district becomes apparent, the Chief will coordinate with the other district or
districts to establish which district has the principal interest. That district will, there-
after, control Information gathered and coordinate information gathering activity relating to
that taxpayer.

.04 When the Chief, Intelligence Division, approves the gathering of Information re-
lative to a specific taxpayer (described in Section 8.03) the Information Index System will
be used to index the information. The authorization of the Chief must be In writing and must
specify the known or assumed identity of the taxpayer and the reason information gathering
has been authorized. The written authorization will be indexed.

.05 Information gathered pursuant to Section 8.03 will be maintained at the location

specified by the Chief, Intelligence Division. The information may be maintained in the

custody of the employee authorized to gather the information. The employee will be respon-

sible for preparing the necessary forms to enter the authorization and each item of
Information gathered in the index.

.06 The Chief, Intelligence Division or Assistant Chief will conduct quarterly reviews
of samples of information gathered and entered into the Information Index System to ensure %
that only directly tax related information is being retained and indexed and that information
no longer needed by the Service is being removed from the Information Index System to be
destroyed or retired to the Federal Records Centers. A written record of the quarterly
reviews will be submitted to the District Director who will review them.

.07 Information obtained during the course of an assigned project or investigation
indicating a violation of a Federal law enforced by another agency will be forwarded to the
Director, Intelligence Division for transmittal to the appropriate agency in accordance with
the disclosure provisions (Reference IRM 9382.4) and the Privacy Act when effective.

.08 Information in the Information Index System may not be retained in the System for a
period longer than six years except that, with the approval of the Chief, Intelligence
Division, specific information may be retained for a longer period if it has continuing
material significance to a taxpayer's tax affairs. Information in the System will be removed
and associated with the taxpayer's case file when a case is assigned. All other Information
removed from the System will either be destroyed, or retired to the Federal Records Center,
in accordance with the provisions of IRM 1(15)59, Records Control Schedule 207, Intelligence-
Regional and District offices when the restrictions in Section 3 have been rescinded.

.09 Intelligence employees who learn of indications of tax noncompliance will report
information on Form 3949 or, if authorization to gather information is being requested, by
memorandum, through appropriate management channels, to the Chief, Intelligence Division.

.10 Special Enforcement files are eliminated. The National Register is discontinued
and Forms 4860, National Register Input Form-,will no longer be prepared.
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Section 9. Audit Division Procedures

.01 All Audit employees will be alert for indications of noncompliance with the tax
laws. They will continue to seek facts and evidence necessary to resolve issues in assigned
tases and projects; however, care must be taken to ensure that only directly tax related
information is sought. Employees will not maintain any individual files or background
information on taxpayers other than project files which they have been specifically
authorized to maintain by the District Director.

.02 If potential fraud is discovered relating to a taxpayer upon whom the employee
has an assigned case, the matter will be referred to the Chief, Intelligence Division on
Form 2797, Referral Report.

.03 All other information received which may involve potential fraud and all inform-
ants' communications received by Audit employees will be recorded on Form 3949 and forwarded
through channels to the Chief, Intelligence Division. All other directly tax related
information received by Audit employees will be forwarded with Form 4298, Audit Requisition
and Information Report, to the Returns Program Manager for processing. Group Managers will
ensure that only directly tax related information is forwarded. Information indicating a
violation of a Federal law enforced by another agency will be forwarded through channels to
the Director, Intelligence Division for transmittal to the appropriate agency subject to
disclosure provisions.

.04 All Forms 4298 not selected by the RPM will be batched and sent to the Service
Center Files Management Unit for association with the returns. All Forms 4298 selected by
the RPM will be handled as provided in IR 4175 and will remain with the tax return upon
disposition by Audit.

.05 Information received indicating noncompliance by a large number of taxpayers
should be forwarded through channels to the Chief, Audit Division, and as appropriate, to
the District Director, the Assistant Regional Commissioner (Audit) or Director, Audit
Division, for consideration and appropriate action.

.06 Joint Compliance, Coordinated Compliance and similar programs will continue.
Projects now in progress will be completed and new projects may be initiated if approved by
Assistant Commissioners, Regional Commissioners or the District Director. The provisions
of this Supplement do not change program reporting requirements on retention or indexing of
information. Care should be exercised to ensure that only directly tax related information
is sought.

.07 Information necessary for the determination of comparable sales prices, appro-
priate intercompany pricing practices, allocation of income and expenses, useful life of
assets and similar data necessary to sustain Service positions on valuation and costs
allocation matters may be obtained and retained for use as reference material. Such material
is to be used by examiners in arriving at timely, fair and reasonable determinations and is
not to be indexed and associated with the name or other identifying symbol of a taxpayer.

.08 The historical files used in the Large Case Program are considered a part of the

case file.

Section 10. Collection Procedures

.01 The Collection function will continue on-going activities in the Returns Compli-
ance Program area. New programs initiated at the National, regional or local levels will
require the approval of the Assistant Commissioner, Regional Commissioner or District
Director, respectively. Returns Compliance Programs may involve obtaining lists of tax-
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Section 10 -- Contd.

payers' names and addresses and other general information which identifies groups of tax-
payers who are probably required to file particular tax returns. Other types of-Returns
Compliance Programs may involve direct contact with individual taxpayers to assure compliance
with specific filing requirements. Employees will not maintain any individual files or back-
ground information on taxpayers.

.02 Only directly tax related information will be obtained in the Returns Compliance
Program.

.03 Information gathered for the purpose of generating Returns Compliance Program leads
is normally retained for a relatively brief period until this purpose has been accomplished.
and then destroyed as soon as permitted under Section 3.02.

.04 Returns Compliance leads assigned for field follow up will be considered as
"assigned cases" and, as such, come under the exclusions in Section 1.02.

.05 Collection employees who learn of indication of tax noncompliance will report the
information to Audit or EP/EO on Form 3449, Referral Report. If potential fraud is indi-
cated, the information will be reported to Intelligence on Form 3949, Intelligence Informa-
tion Item, unless the referral resulted from an assigned case where Form 3212, Referral
Report, will be used. Information alleging other offenses against the United States will be
forwarded through channels to the Director, Intelligence Division.

.06 Actions that are deemed necessary to verify the current compliance of previously
delinquent taxpayers or taxpayers for whom the Service believes such verification is neces-

-= ary,will-be considered delinquency prevention actions. Such actions will be considered
assigned cases and will be documented as outlined in 4.042.

Section 11. Employee Plans and Exempt Organizations Procedures

.01 All EP/EO employees will be alert for indications of noncompliance with the tax
laws. They will continue to seek facts and evidence necessary to resolve issues In assigned
cases and projects; however, care must be taken to ensure that only directly related-infor-
mation is sought. Employees will not maintain any files or background inforiation on tax-
payers or organizations.

.02 If potential fraud is discovered relating to a taxpayer upon whom the employee has
an assigned case, the matter will be referred to the Chief, Intelligence Division, on Form
2797, Referral Report.

.03 All other information received which may involve potential fraud and all inform-
ants' communications received by EP/EO employees will be recorded on Form 3949 and forwarded
through channels to the Chief, Intelligence Division. All other directly tax related infor-
mation received by EP/EO employees will be forwarded with Form 4298 to the Chief, EP/EO
Division, for processing. Group Managers will ensure that only directly tax related infor-
mation is forwarded. Any Information alleging other offenses against the United States will
be forwarded through channels to the Director, Intelligence Division for appropriate disposi-
tion pursuant to Section 5.

.04 The Chief, EP/EO Division, or an appropriate designee, will promptly screen all
Forms 3949 and 4298 received. Forms 4298 not Involving exempt organizations, exempt status
of an organization or employee plans will be forwarded to the Returns Program Manager, Audit
Division, for the district office servicing the principal place of business of the taxpayer.
If it is determined an exempt organization or employee plan return is to be secured, the
return will be requested from the service center and the information associated with the
return. If the return does not warrant selection for examination because of prior
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year returns, workload capacity or other factors, the Form 4298 and return will be sent back
to the service center. However, if the information relates to a taxable period for which no
return is due or one for which the organization does not have to file a return, such Form
4298 will be placed in a suspense file until the return is filed and secured, or until the
accumulated information warrants compliance action. Any instances of apparent failure to
file will be referred to the Collection function.

.05 Projects as defined in Section 4.045 may be initiated when authorized by an
Assistant Comissioner, the Regional Commissioner or by the key District Director. Care
should be exercised to ensure that only directly tax related information is sought.

.06 Reports, comments or exchanged information required under the Employee Retirement
Income Security Act of 1974 (Public Law 93-406) are not considered informants' communications.

.07 The historical files used in National Office Controlled cases in the Exempt Organiz-
ation Program are considered a part of the case file. Similarly, the administrative files of
employee plans and exempt organizations which contain information, such as application for
recognition of exempt status, determination letters issued and workpapers from prior examina-
tions, are considered as part of the case file.

Section 12. Effect on Other Documents

.01 This supersedes Manual Supplement 91RDD-7, CR 41RDD-18, 51RDD-20 and 71RDD-l, dated
January 31, 1975 and Manual Supplement 93G-148, CR 42G-323, 450-223, 5(12)G-22 and 71G-3,
dated February 20, 1975 and Amendment 1 thereto. Annotations made at IRM 42(14)0, 4568,
5(12)40, 9311, 9330 and 9390 referring to Manual Supplement 93G-148, CR 42G-323, 45G-223,
5(12)G-22 and 71G-3 should be removed.

.02 This amends and supplements IRM 4175, 42(14)0, 4568, 4569, 5(12)40, 6100 (to be
issued), 7100 (to be issued), 9311, 9330, and 9413. This effectt" should be annotated by pen
and ink beside the text cited with a reference to this Supplemunt.

.03 This supersedes IRM 9390 which will be revised and rsissued as soon as possible.

Pv, ea. A&,s.-
Commiessioner

Attachment

Manual Supplement
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Attachment to MS 93G-152, CR 1(15)G-91, 41o-105, 42G-328, 45G-231, 510-118, 5(12)G-25,
61G-3, 71G-9, 91C-33 and 94G-57

P-I-I (Approved 6-23-75) - The missibn of the Service is to encourage and
achieve the highest possible degree of voluntary

Mission of the compliance with the tax laws and regulations and
Service to conduct itself so as to warrant the highest

degree of public confidence in its integrity and
efficiency. The Service should advise the public
of its rights and responsibilities, determine the
extent of compliance and the causes of noncompliance,
and do all things needed for proper administration
and enforcement of the tax laws.

Programs and In order to fulfill this mission, the Service
facilities to be must establish programs and facilities for receiving
established to and processing returns, for collecting all taxes due,
accomplish Service for auditing, for detecting fraud and delinquency,
mission for hearing and adjudicating appeals, for providing

taxpayer assistance and information, for recruiting
persons with a professional outlook and maximizing
their ability to perform through training in both
the ethical and professional aspects of their jobs,
for developing evaluation methods designed to measure
these aspects, for the uniform interpretation and
application of the tax laws, for the preparation of
regulations and tax guide materials, for clarification
and simplification of tax rules, for maintaining the
integrity of the Service and its efficient operation,
and for performing such other duties as may be
required by laws and regulations.

Taxpayer privacy Since compliance with Internal Revenue laws
will be safeguarded cannot be determined solely with reference to informs-
in the acquisition tion on returns and documents filed with the Service,
and use of the Service will obtain information from outside
information sources. However, only information necessary for

the enforcement and administration of the tax laws
which the Service is authorized and directed to
enforce will be sought. To safeguard taxpayer
privacy, any information received by the Service,
other than that described in this paragraph, will
not be indexed or associated with the name or identi-
fying symbol of a taxpayer. No disclosure of Informa-
tion will be made except as provided by law.

Approved by:_
Commissioner

Manual Supplemient
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Part B.- Letter of September 16, 1975, from IRS to committee
relating to confidentiality of tax returns.

Department of the Treasury / Internal Revenue Service / Washington, D.C.20224

Commissioner SEP

Mr. A. Searle Field, Staff Director
Select Committee on Intelligence
U.S. House of Representatives
Washington, D. C. 20515

Dear Mr. Field:

I have your letter of August 26,-1975, asking for my
recommendations for amendments to the Internal Revenue
Code governing the confidentiality of tax returns.

In 1974, an Administration proposal on the confiden-
tiality of tax information was introduced as H.R. 17285
and S. 4116. I am enclosing a xerox copy of S. 4116,
together with a copy of the narrative explanation of the
proposal which was printed in the Congressional Record
for October 10, 1974. This pro-posal is now in the process
of revision to reflect application of the Privacy Act of
1-974 and to effect certain other changes. In the meantime,
I think that S. 4116 is a good place to start in consid-
ering the vital problem of the proper degree of confiden-
tiality of tax returns and equally--if not more--sensitive
material in the possession of the Internal Revenue Service
relating to taxpayers' tax affairs. While judgments can
and do differ on the degree to which tax information prop-
erly should be disclosed under different circumstances,
this proposal in the 93rd Congress would have achieved
one goal which I have long advocated, which is that tax
returns and tax return information should 4oe confidential
except as otherwise clearly provided by statute. Another
feature of this proposal which is, in my opinion, of
primary significance is that the confidentiality safeguards
and standards to be provided by statute would have applied,
not just to the tax return itself, but to all information
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in the Service's possession relating to a taxpayer's past,
present, or future liability for any tax imposed by Title
26. This broad coverage is essential to any statutory
scheme to provide assurance to the American taxpayer that
all of his tax affairs remain confidential except to the
extent that Congress determines that disclosure is in the
best interests of sound government.

If I can be of further assistance to you or to the

Committee, please let me know.

With kind regards,

Sincerely,

-Donald C. Alexaner

Enclosures

[OTE.--The materials transmitted with this lett r are in the com-
mitten ftles.1

58-920 0 - 75 - 39
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Part C. -Data provided by IRS relating to tax returns.

Number of Returns Furnished to the White House-V

Number of Number of
Period President Requests Taxpayers Involved

1963-1968 Hr. Johnson 0 0

1969-1970 Hr. Nixon 13 19

1971-to date Hr. Nixon 0 0
Hr. Ford 0 0

1/ The table Lists requests that were documented in IRS files.
There has been testimony in executive session before
the Senate Select Committee on Presidential Campaign Activities
that oral requests to inspect income tax returns or related in-
vestigative files were improperly honored by a former Assistant
Comissioner (Inspection); however, we are unable to determine the
exact dates or the number of taxpayers involved in such requests.

Our current procedures (attached) instruct Service employees that
all White House requests for tax returns or tax return information
will be evaluated by the Comissioner. Only the Commissioner, or,
in his absence, the Deputy Commissioner, will make tax returns or
tax information available to members of the White House Office.
Also, President Ford has issued Executive Order 11805 (also
ar~tached) which provides that returns shall be delivered to or made
available for inspection by the President only upon written request
signed by the President personally.
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COPY

INFORMATION Number 74-23
NOTICE August 9, 1974

U.S. Treasury Department Internal Revenue Service

Disclosure of Tax Returns and Tax Information
to Members of the White House Staff

This is to inform Service employees of the procedures which
should be followed with respect to requests for tax returns and
tax information from members of the White House Office. The
White House Office comprises the officers and employees of the
staff of the President required in the performance of the detailed
activities incident to his immediate office. Any officer or
employee of the Internal Revenue Service who receives a request
for tax returns or tax information from a member of the White House
Office shall promptly communicate thecontents of the request to
the Commissioner through the head of the office in which he serves.
The Commissioner will evaluate the request and will ask the Assistant
Commissioner (Compliance) to prepare whatever reports may be
necessary in the same manner as provided by sections (18) 30 (1)(b)
and (3) of IRH 1272, Disclosure of Official Information Handbook.
Only the Commissioner, or in the absence of the Commissioner, the
Deputy Commissioner, will make the report, the tax returns, or
tax information available to the members of the White House Office.
These procedures will be made a part of the Disclosure of Official
Information Handbook, IRH 1272. The institution of these procedures is
intended to include the Special Tax Check Report Program established
by Chapter (19)00 of IRH 1272, Disclosure of Official Information
Handbook, IRK 1272, the information submitted pursuant to a report
under this Program should be limited to whether an Individual has
filed income tax returns with respect to the immediately preceeding
three years, has failed to pay any tax within 10 days after notice
and demand, has been under any criminal tax investigation and the
result of such investigation, or has been assessed a civil penalty
for fraud or negligence.

/s/Donald C. Alexander
Commissioner
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COPY

Inspection of Returns by Other Federal Agencies

(05) 56

Inspection of Returns by the President and
White House Employees
(1) Executive Order 11805 dated September 20,
1974 provides that returns shall be delivered to
or made available for inspection by the Presi-
dent only upon written request signed by the
President personally. All such requests will
be handled in the National Office.

(2) The request, signed by the President
personally, shall be addressed to the Secre-
tary of the Treasury or his delegate and shall
state:

(a) the name and address of the taxpayer
whose return is to be inspected,

(b) the kind of return or returns to be
inspected,

(c) the taxable period or periods
covered by such return or returns, and

(d) the name of any employee or employees
of the White House Office who are authorized on
behalf of the President to receive any such return
or make such inspection. No disclosure of returns
or data therefrom shall be made by such employees
except to the President without the written
direction of the President.

(3) Any officer or employee of the Internal
Revenue Service who receives a request for tax
returns or tax information from a member of the
White House Office shall promptly communicate the
contents of the request to the Commissioner
through the head of the office in which he serves.
Only the Commissioner, or, in the absence of the
Comissioner, the Deputy Commissioner, will make
reports, tax returns, or tax information available
to the White House Office. The White House Office
comprises the officersand employees of the staff
of the President required in the performance of the
detailed activities incident to his immediate
office.
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THE PRESIDENT 34261

. EXECUTIVE ORDER 11805
Inspection by President and Certain Designated Employees of the

White House Office of Tax Returns Made Under the Internal
lRevenue Codeof 1954'

By vr-ue of the authority vested in me 'as .Pregident.of the United
States, and in the interest of protecting the right of taxpayers to privacy
and confidentiality regarding their tax affairs consistent with proper
internal management of the Government, and in the further interest of
maintaining the integrity of the self-assessment system of Federal taxation,
it is hereby ordered that any retum, as defined in Section 301.6103(a)-I
of the Treasury Regulations on Procedure and Administration (26 CFR

• Part 301) as amended from time to time, made by a taxpayer in respect
of any tax described in Section 301.6103(a)-1(a) (2) of such regula-
tons shall be delivered to" or open to inspection by the President only

. upon written request signed by the President personally.

Any such request for delivery or. inspection shall be addressed to the
S ty of the Treasury or his delegate and shall state,'N(i) the name
a nd address of the taxpayer whose return is tobe inspected, (ii) the kind

-of return orreturmswhich are tobe inspected, and (U-i) thetaxable period
or periods covemd by such return or returM.%

In any sbch- request for delivery or inspection, the Preident may.
designate by name an employee or employees of the White House Office
who are authorized on behalf of the President to receive any such return
or make such inspection, provided that the President will not so designate
an employee unless such employee is the holder of a Presidential com-
mission whose annual rate of basic pay equals or exceeds the annual rate
of basic pay prescribed by 5 U.S.C. 5316. No disclosure of such return,
or any data contained therein or derived therefrom shall be made by such
employee except to the-President, without the written direction of the
President.

All persons obtaining access to such return, or any data contained
therein or derived therefrom shall in all respects be subject to the pro-
visions of 26 U.S.C. 6103, as amended.

THE WHrr HOUSE,

September 20, 1974.

[FR Doc.74-22293 Filed 9-20-74;4:42 pm]

IOERAL REGISTIM VOL 39, NO. 166-TUESDAY, SEPTEMSER 24, 1974
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Requests for Ipcome Tax Returns by the
Central Intelligence Agency

A search of Internal Revenue Service files has revealed three
requests from the CIA for tax returns or tax information.

The files contain a proper written request made in 1950 for tax
returns; however, they do not contain a copy of the response and we
can only assume that disclosure was granted.

The files also contain an internal memorandum written in 1962
which authorizes IRS officials to permit disclosure o6 tax information
to CIA representatives concerning an organization, but we have not
located either a request or a response relating to this memorandum.

The third case involved an inquiry from the Department of the
Treasury in 1966 on behalf of the CIA for information regarding a
taxpayer. The Department of the Treasury was advised and limited
tax information was given. We do not know what information may have
been passed on to CIA by Treasury.

There have been allegations of unauthorized disclosures to the
CIA. Our Inspection Service is currently conducting an investigation
of these alleged disclosures.
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Requests for Inspection of Income Tax Returns by
Congressional Committees

Pursuant to 26 CFR 301.7103(a)-101-Y

89th CONGRESS (1965-1966)-

Authorizing
Executive

UNITED STATES SENATE Order

Committee on Rules and Administration i192

Committee on Government Operations 11194

HOUSE OF REPRESENTATIVES

Committee on Government Operations

Committee on Public Works

Committee on Un-American Activities

Committee on Banking and Currency

TOTALS

11201

11204

11217

11235

90th CONGRESS

UNITED STATES SENATE

Committee on Government Operations

Select Committee on Standards and
Conduct

HOUSE OF REPRESENTATIVES

Committee on Government Operations

Committee on Un-American Activities,

Committee on Public Works

TOTALS

(1967-1968)

Authorizing
Executive

Order

11337

11383

11332

11358

11370

/No record is maintained of returns furnished to the tax-writing committees
of Congre3s (Senate Finance Committee, House Waya and Means Committee, Joirt
Committee n Internal Revenue Taxation) pursuant to'section 6103(d) of the
Internal Revenue Code.

No. of
Requests

3

9

1

0

3

0

16

No. of
Taxpayers

9

118

5

0

131

0

263

No. of
Requests

8

1

I

2

0

12

No. of
Taxpayers

49

5

29

14

0

97
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91st CONGRESS (1969-1970)

Authorizing
Executive

UNITED STAT S SENATE Order

Committee on Government Operations 11454

Committee on the Judiciary 11505

HOUSE OF REPRESENTATIVES

Committee on Government Operations

Committee'on Public Works

Committee on Internal Security

Select Committee on CrIme

Committee on the Judiciary

TOTALS

11457

11461

11465

11483

11535

92nd CONGRESS (1971-1972)

Authorizing
Executive

UNITED STATES SENATE Order

Committee on Government Operations 11584

Committee on Commerce 11624

HOUSE OF REPRESENTATIVES

Committee on Internal Security

Committee on Public Works

Committee on Government Operations

Select Committee on Crime

- TOTALS

11611

11631

11655

11656

No. of
Requests

12

0

0

0

2

1

2

17

No. of
Requests

10

3

1

0

1

2

17

No. of
Taxpayers

112

0

0

0

43

8

6

169

No. of
-Taxpayers

152

139

8

0

1

60

360
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93rd CONGRESS

UNITED STATES SENATE

Committee on Government Operations

Committee on Comerce

HOUSE OF REPRESENTATIVES

Comittee on the Judiciary

Com ittee on Public Works

Committee on Internal Security

TOTALS

* Executive Order 11786 permitted only
No request was received.

No. of
Requests

2

0

release of President

- No. of
Taxpayers

8

0

1973-1974)

Authorizing
Executive
Order

11711

11720

11786*

11719

11722

94th CONGRESS (To Sept. 3. 1975)

Authorizing
Executive

UNITED STATES SENATE Order

Committee on Government Operations 11859

No. of No. of
Requests Taxpayers

0 0

0 0

0 0

0 0

2 8

Nixon's returns.
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Request for Tax Returns by the
Federal Bureau of Investigation

Regulations under 26 CFR 301.6103(a)l(f) provide that requests for
copies of income tax returns must be signed .by the head of the agency.
Since the Federal Bureau of Investigation is not an independent agency,
but is a bureau within the Department of Justice, the Director of the
Federal Bureau of Investigation does not have authority to request
copies of tax returns. Any copies for their use must be requested by
the Attorney General, Deputy Attorney General, or an Assistant Attorney
General (see table below). Hence, IRS has not officially provided any
tax returns directly to the FBI. However, at the request of the Select
Committee to study Governmental Operations with respect to Intelligence
Activities (Frank Church, Chairman), our Inspection Service is currently
investigating the possible unauthorized disclosure of tax information to
the FBI.

Requests for Returns or Tax Information
by the Department of Justice

DEPARTMENT OF JUSTICE (Except U.S. Attorneys)

No. of No. of No. of

Calendar Year Requests Taxpayers Returns

1966 137 405 1,221

1967 161 473 2,573

1968 163 1,669 2,823

1969 .143 2,599 12,132

1970 . 238 4,204 18,179

1971 351 4,221 12,407

1972 493 6,553 20,214

1973 376 5,043 18,856

1974 384 3.228 10.446
o vm .
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Returns Inspected by U.S. Attorneys

Prior to May 1970, records were not required to be maintained by
diatrtctoffices on U.S. Attorney requests which were made directly
to those offices. Therefore, statistics are not available for those
years except for the year 1967, when a special study was made. From
May 1970 until March 1973 the field offices reported the number of
returns furnished. Beginning in March 1973 the regulations were
amended to provide that all requests be sent to the National Office.
Complete statistics are now being maintained. The following chart
shows the information available:

Number of Number of Number of
Year Requests Taxpayers Returns

1967 627 1,029 3o758
1970 (8 months) 2,755
1971 4,498
1972 5,711
1973 9,839
1974 1,594 4,448 18,062
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The tables which follow show tax returns requested under 26 CFR
301.6103(a)-i by all Federal agencies for the years 1966 through 1974. No
returns were requested by the Federal.Housing Administration or the Federal
Communications Coumission, and that during that nine-year period, the Civil
Service Commission made only five requests involving 89 taxpayers and 211
returns, the last request being in 1968. The Veterans Administration made
only 16 requests involving 17 taxpayers and 63 returns, during the years
1966 through 1973.

The Civil Service Commission does make a filing record check on pro-
spective government employees. This, however, consists only of a deter-
mination as to whether income tax returns were filed, which is public
information under Section 6103(f) of the Internal Revenue Code. Some
Federal agencies ask for tax checks on prospective employees or high level
employees. A tax check report consists only of a brief statement from IRS
as to (1) whether tax returns were filed for three years (but no filing
dates), (2) whether there are any unpaid taxes, and, if so, for what years
(but no amounts), (3) whethaLthaindividual is being investigated for a
criminal tax violation and the result of such investigations (but no details),
and (4) whether any penalties for fraud or negligence were assessed (again,
no amounts are given). Copies of returns are not furnished.

During calendar years 1972, 1973, and 1974, the following number of

tax checks were requested:

1972 1973 1974

White House 915 1,081 1,045
Department of Justice 772 999 835
Department of Treasury 393 397 775
Department of Commerce 114 121 106
Department of State 105 113 148
Export-Import Bank 9 14 15
United States Information Agency 0 38 9

TOTAL 2,308 2,763 2,933

In addition to the charts showing copies of returns requested by Federal
agencies under 26 CFR 301.6103(a)-i, information furnished by tapes, micro-
film, abstracts, etc., to those Federal agencies which have Executive Orders
authorizing them to receive such information is provided for the years 1973
and 1974.
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- Incom
WhiL

FEDERAL AGENCY REQUESTS FOR TAX INFORMATION
C¥ 74

e Tax Information Requested by Federal Agenc:
:h was Authorized Under 26 CFR 301.6103(a)-i

No. of No. of !
Federal Agency Requests Taxpayers

Department of Agriculture 4 14

Bureau of Alcohol, Tobacco 1 2
and Firearms

Department of Commerce 2 7

Comptroller of the 1 2
Currency

U. S. Customs Service 1 3

Federal Deposit Insurance 2 14
Corporation

Federal Home Loan Bank Board 5 50."

" Comptroller General (GAO) 3" -1,406

" Interstate Commerce 2 9
Commission - .

Department of Justice 384 3,228
(other than U.S. Attorneys)

United States Attorneys 1,594 4,448

Department of Labor 1 2

Securities and Exchange 19 95
Commission

Renegotiation Board 1 1

TOTALS 2,020 9,291

* Returns of 710 taxpayers were not furnished but se
information was extracted from the returns by IRS ar
furnished to GAO.

ies

.o. of
turns

48

2

13

2

12

16

178

1,406*

45

10,446

18,062

6

389

21

30,646

lected
Ld

Rq
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RUi.nS OR TAX INFOR2LATION REQUESTED BY FEDERAL AqENCIES
WHICH WAS AUTHORIZED IDER 26 CFR 301.6103(a)-i

CALENDAR YEAR 1973

No. of No. of No. of
Federal Agency Requests Taxpayers Returns

Bureau of Alcohol, Tolacco 3 7 20

and Firearms

U. S. Customs Service 3 503 2,609

Comptroller of the Curr.ency 1 2 10

Civil Aeronautics Boari 3 72 138

Department of Agricultzre 3 11 30

Department of Justice 376 5,043 18,856
(other than U.S. Attrneys)

U. S. Attorneys * * 9,839

Department of Tranisportstion 1 3 3

Federal Deposit lnsura-ce Corp. 5 125 477

Federal Home Loan Bank Board 4 27 149

Federal Trade Commission 1 2 12

Interstate Commerce Co=rIssion 2 8 8

Renegotiation Board 4 93 93

Securities & Exchange Co~nission 17 142 487

Small Business Administration 1 1 3

U. S. Postal Service 2 4 13

Veterans Administratiot 2 2 7

TOTAL 428 69045 32,754

Prior to March 1973 requests from U. S. Attorneys were sent directly to IRS
field offices, and the only statistics available are for ruaber of ceturns
furnished. However,. during the period July I'- December 31, 1973, U. S.
Attorneys made 69' :.ests involving 1,580 taxpayers and 5,310 returns.



617

RETURN OR TAX NFORMATION REQUESTED BY FEDERAL AGENCIES
WHIQI WAS AUTHORIZED LNDER 26 CFR 301.6103(a)-I

CALENDAR YEAR 1972

No. of No. of No' of
Federal Agency Requests Taxpayers Returns

Atomic Energy Commission 2 4 44

Bureau-of Customs 4 ls070 3,210

Comptroller of the Currency 3 4 28

Bureau of Alcohol, Tobacco and 4 17 45
Firearms

Department of Agriculture 2 5 9

Department of Defense 1 11 44

Department of Justice 405 .5,037 15,652
(Except U.S. Attorneys)

Federal Deposit Insurance Corp. 5 6 17

Federal Home Loan Bank Board 16 164 610

Federal Trade Commission 2 2 6

National Labor Relations Board 2 11 26

Renegotiation Board 5 "118 190

Securities & Exchange Commission 23 76 241

Small Business Administration 15 18 32

Tennessee Valley Authority 1 1 6

U. S. Postal Service 1 7 42

Veterans Administration 2 2 12

TOTALS 493 6,553 20,214
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.. RETURNS OR TAX INFORMATION REQUESTED BY FEDERAL AGENCIES
11HI1 V'AS AUTHORIZED UZ)ER 26 CFR 301.6103(a)-I

CALENDAR YEAR 1971

No. of
Federal ARency I ests

'Comptroller of the Currency 3

Department of Agriculture 3

Department of Commerce 6

Department of Defense 3

Department of Health, Education 2
and Welfare

Department of Justice 351
(Except of U. S. Attorneys)

Department of Labor 2

Federal Communications Coumission 1

Federal Deposit Insurance Corporation 7

Federal Home Loan Bank Board 5

Federal Trade Commission 2

Interstate Commerce Commission 1

Renegotiation Board 3

Securities and Exchange Commission 14

Small Business Administration U

Tennessee Valley Authority 1

Veterans Administration 1

TOTAL 416

No. of
Taxpayers

9

19

11

3

58

No. of
Returns

40

53

66

17

58

4,221 12,407

1,103

3

13

12

4

16

127

128

16

1

1

5s745

6,609

12

45

41

11

32

266

334

31

10

6

20.038
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RETURNS OR TAX INFORMATION REQUESTED BY FEDERAL AGENCIES
WHICH WAS AVIfMORIZED MIDER 26.CFR 301.6103(a)-I

CALENDAR YEAR 1970

Federal Agency

Department of Agriculture

Comptroller of the Currency

Department of Defense

Department of Justice
(Except U.S. Attorneys)

U.S. Attorneys
(National Office only)

Department of Labor

Federal Communications Commission

Federal Deposit Insurance Corp.

Federal Ho=e Loan Bank Board

Federal Trade Commission

National Labor Relations Board

Post Office Department

Renegotiation Board

Securities and Exchange
Commission

Small Business Administration

Tennessee Valley Authority

Veterans Administration

TOTAL

No. of
Requests

1

1

2

238

2

3

1

3

3

1

1

1

6

18

19

1

1

302

No. of
Taxpayers

9

6

2

4,204

2.

3

3

8

22

1

2

2

172

110

22

..1

4,572

58-920 0 - ?5 - 40

No. of
Returns

18

24

9

18,179

2

9

18

24

64

1

12

12

379

263

3

59

15

3

19,091
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RETURNS OR TAX INFORMATION REQUESTED BY FEDERAL AGENCIES
WHICi WAS A'IHORIZED 'UNDER 26 CFR 3ril.6103(a)-I

CALENDAR YEAR 1969

Federal Agency

Department of Agriculture

Department of Army

Department of Commerce

Department of Health, Education
and Welfare

Department of Justice

Department of Labor

Federal Deposit Insurance Corp.

Federal Home Loan Bank Board

Renegotiation Board

Securities and Exchange
Commission

Small Business Administration

Tennessee Valley Authority

Bureau of Customs

Veterans Administration

Office of Economic Opportunity

Treasury Department**

TOTAL

No. of
Requests

7

1

1

3

143

6

11

4

96

23

64

2

1

1

1

1

365

** No record of incoming request exists, so we
taxpayer and returns.

No. of
Taxpayers

613

11

1

5

2,599

31

28

45

96

153

105

2

1

1

17

3,708

No. of
Returns

4,811

66

4

14

...-. 12,132

81

105

573

224

481

370

10

3

3

0

18,877

cannot identify number of
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RETURNS OR TAX INFORMATION REQUESTED BY FEDERAL AGENCES
WHICH WAS A"TII()RIZED UNI)ER 26 CFR 301.6103(a)-i

CALENDAR YEAR 1968

Federal Agency.

Department of Agriculture

Department of Commerce

Department of Justice

Federal Deposit Insurance Corp.

Federal Home Loan Bank Board

Securities & Exchange Commission

Small Business Administration

Comptroller of the Currency

Federal Communication Con2ission

Department of State

Renegotiation Board

Department of Health, Education,
and Welfare

Department of Labor

Tennessee Valley Authority

Department of Army

Veterans Administration

Civil Service Commission

Department of the Air Force

Postmaster General

Secretary of Transportation

Bureau of Accounts

National Selective Service

Appeal Board

Post Office Department

TOTAL

No. of
Requests

8

13

163

15

6

31

37

2

2

2

40

2

3

2

1

5

1

1

1

1

1

I

339

No. of
Taxpayers

709

58

1,669

436

59

156

56

56

3

4

40

.2

1

3,393

So. of
Returns

729

0

2,823

133

383

507

156

277

7

2

61

5

16

2

1

116

14

6

5

29

15

4

1
1

70

19

64

0

14

3

140

, 0

5,461
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RETURNS OR TAX INFOR&.ATION REQUESTED BY FEDERAL AGENCIES
WHICH WAS AUTHORIZED UNDER 26 CFR 301.6103(a)-i

CALENDAR YEAR 1967

Federal Agency . -

Department of Commerce

Department of Justice

National Advisory Cormission
on Civil Disorders

Renegotiation Board

Securities & Exchange Commission

Small Business Administration

Federal Deposit Insurance Corp.

Department of Agriculture

Department of H. E. W.

Department of Housing & Urban
Development

National Selective Service Appeal
Board

Department of Labor

Department of Navy

Civil Aeronautics Board

Department of Air Force

Interstate Commerce Commission

Civil Service Commission

Department of State

Federal Communication Commission

Federal Trade Commission
Federal Home Loan Bank Board

Bureau of the Budget

Department of Interior

Department of Treasury

National Labor Relations Board

Federal Power Co.mission

TOTALS

No. of
Requests

15

161

3

82

38

46

31

9

4

1

2

3

1

1

1

1

2

2

2

2
3

1

1

7

2

422

No. of
Taxpayers

208

473

3

82

211

77

67

23

3

1

9

1

2

1

1

30

2

2

5

25

112

5

9

6

..... 1,377

No. of
Returns

148

2,573

3

221

506

199

193

1,576

21

4

18 36

32

3

4

0

0

87

8

6

0

142

224

35

12

10

0

.6,043
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RETURNS OR TAX INFOrM.ATION REQUESTED BY FEDERAL AGENCIES
WllIO WAS AUTHORIZED MDER 26 CFR 301.6103(a.-I.

CALENDAR YEAR 1966

Federal Agency

Defense SupplyAgency

Department of Agriculture

Department of Commerce

Department of Justice

Federal Power Commission

-- National Aeronautics & Space
Administration

National Labor Relations Board

Renegotiation Board

-Securities & Exchnce Cctission

Small Business Adminiltration

Veterans Administration

Department of Health, Education
and Welfare

Federal Deposit Insurance Corp.

Federal Reserve System

Civil Aeronautics Board

Department of Navy

Department of the Air Force

Department of the Army

Department of Labor

Federal Communication Commission

Federal Home Loan Bank Board

Interstate Commerce Co=mission

Department of Interior

Department of Treasury

Post Office Department

Federal Trade Commission

Civil Service Commission

....Comptroller General of the U.S.

U. S. General Accounting Office

TOTAL

No. of
Requests

1

18

12

137

5

I.-

2

45

25

27

4

5

28

1

2

1

7

1

6

3

2

2

1

3

1

1

2

1

1

345

No. of
Taxpayers

1

42

76

405

2

48

98

73

5

.4

67

i

6

1

7

78

10

7

27

1

3

26

1

1

30

-168

73

1,261

No. of
Returns

8

105

0

1,221

0

.0

6

59

340

205

13

29

207

0

26

0

27

312

50

23

146

3

0

26

0

0

60

.. 168

136

39170
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TAX RETURNS OR INTOPATION FROHI RETURNS FURNISHED TO FEDERAL
AGENCIES HAVING EXECUTIVE ORDERS TO RECEIVE SUCH INtOkHATION

CALEnDAR YEAR 1974

AGENCY REGULATION AND EXECUTIVE ORDER NO.

1. Social Security Administration 26 CFR 301.6103(a)-100
E. 0. 10619

Reason: For administration of provisions of Title 11 of the
Social Security Act

Number of Returns Inspected: 6,633

2. Department of Commerce * 26 CFR 301.6103(a)-104
E. 0. 10911

Reason:- For purposes of the 1973 Census of Agriculture

Information Furnished (Tapes or Microfilms) - Selected Items from:

95,000 - Forms 1065, Partnership Returns
7,500 - Forms 1120, Corporation Returns

165,000 - Forms 1040, Schedules C and F, Proprietorship Returns
12,600,000 - Business Master File Entity File Tape Records
9,669,316 - Business Master File Monthly Entity Change Records

15,089,124 - Forms 941, Employer's Quarterly Tax Returns
460,604 - Forms 943, Employer's Annual Tax Returns for

Agricultural Employees
4,439 - Forms 990C. Farmers' Cooperative Records from the

Exempt Organization Vaster File
12,600,000 - Principal Industrial Activity Extracts

Reason: For purposes of updating the Population Migration Study
and Revenue Sharing Estimates

Information Furnished (Tapes) - Selected Information from:

796700,000 - Forms 1040, Individual Tax Returns

Reason: For purposes of the 1972 Survey of Minority Owned Businesses
Report

Information Furnished (Tapes) - Selected Information from:

14,000 - Individual Master File Entity Tape File Records
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Department of Co-merce - (Continued - 1974)

Reason: For use in estimating the national income and product and
plant and equipment expenditures

Inspection authorized of:

3GO - Transcript-Edit Sheets of Corporation Returns

3. Renegotiation Board * 26 CFR 301.6103(a)-105
E. 0. 10907.

Reason: For use in administering the Renegotiation Act of 1951,
as amended4

Information Furnished:

. 1,803 - Specially prepared abstracts of Corporation Returns

_4. Federal Trade Comission * 26 CFR 301.6103(a)-106
E. 0. 10908

Reason: For use in the Industrial Financial Reports Program

Information, Furnished:

89,000 - Abstracts of Corporation Returns (Transcripts)
43,000 - Abstracts of Corporation Returns (Tapes)

45 - Transcript-Edit Sheets of Corporation Returns

* Regulations provide that any information obtained shall be held confidential
and may be published or disclosed in statistical form only, provided such
publication does not disclose, directly or indirectly, the name or address
of any person filing such a return
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TAX RETURNS OR INFORMATION FROM RETURNS FURNISHED'TO FEDERAL *
AGENCIES HAVING EXECUTIVE ORDERS TO RECEIVE SUCH INFORMATION

CALENDAR YEAR 1973

AGENCY REGULATION AND EXECUTIVE ORDER NO.

1. Social Security Administration 26 CFR 301.6103(a)-100
E. 0. 10619

Reason: For administration of provisions of Title Il of the Social
Security Act

Number of Returns Inspected: 7,114

2. Securities and Exchange Cowission* 26 CFR 301.6103(a)-102

E. 0. 10814

-..- -Reason: For use in statistical and research projects .....

Information furnished: 400 transcripts - Edit Sheets of corporation
returns

3. Department of Comm.erce* 26 CFR-301.6103(a)-104
E. 0. 10911

Reason : For purposes of the 1972 Economic Censuses

Information furnished: (Tapes or films)

972,066 - Forms 1065, Partnership Returns
1,096,410 - Forms 1120, Corporation Returns
9,810,000 - Forms 1040, Schedules C and F, Proprietorship Returns
6,841,000 - Business Master File Monthly Entity Change Records

12,097,000 - Business Master File Entity File Tape Records
4,100,000 - Forms 941, Employer's Quarterly Tax Returns

499 - Forms 1120 (Abstracts)

Reason: For purposes of estimating total money income using Adjusted
Gross Income, one of the revenue sharing allocation factors

Information furnished: (Tapes)

269,421 - Forms 1040, Individual Returns from Statistics of
Income Samples

Reason: For purposes of updating the Population Migration Study and
Revenue Sharing Estimates

Information furnished: (Tapes)

78,216,000 - Forris L!9 Individual Taxpayer Records -- Selected
Information
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Department e'f Commerce - (Continued - 1973)

Reason: For purposes of the 1972 Survey of Minority Qwned Businesses

Report

Information furnished: (Tapes)

1,017,600 - Forms 1065, Partnership Returns -- Selected Infotiation
287,000 -'Form 1120S, Small Business Returns -- Selected Information

Reason: For use in estimating the national income and product, plant,
and equipment expenditures

Information furnished: (Tapes)

1,671 - Transcripts - Edit Sheets of Corporation Returns
7 - Microfilm copies of Corporation Returns

4. Renegotiation Board* 26 CFR 301.6103(a)-105
E. O. 10907

Reason: For use in administering the Renegotiation Act of 1951, as
amended

Information furnished: 860 Corporation and Partnership Abstract Sheets

5. Federal Trade Co mission* 26 CFR 301.6103(a)-106

. .. . .. E. 0. 10908

Reason: For use in the Industrial Financial Reports Program

Informat ion furnished:
45 - Transcript-Edit Sheets of Corporation Returns

42,915 - Abstracts of Corporation Returns (abstract cards)

*Regulations provide that any information obtained shall be held confidential
and may be published or disclosed in statistical form only, provided such
publication does not disclose, directly or indirectly, the name or address
of any person filing such a return.
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Part D.-Explanation of IDRS computer terminals.

1. A Brief Explanation of IDRS

The Integrated Data Retrieval System (IDS) is a system which
enables certain employees in the tervice centers and districts to
have 41ttantaneous visual access to certain taxpayer accounts through
the use of display station terminals (small television screens with
typewriter keyboard attachments) and a computer. This is done by
using the keyboard to request the desie'ed information to which the
computer responds by displaying the information on the TV screen.

There are 3,174 display station terminals located in service
centers and district offices. All terminals within a service center
jurisdiction are tied into the c6sputer of that service center by
dedicated telephone lines. The 3,174 terminals are distributed among
the service centers as shown here.

Service Center Number of Terminals

Andover 296
Atlanta- 371
Austin 340
Brookhaven 327
Cincinnati 281 -
Fresno 306
Kansas City 336
Memphis 314
Ogden 300
Philadelphia 303

3,174

Tax data is extracted from the National Computer Center master
file and sent by magnetic tape to the IDIS computer located in the
service center having jurisdiction over the taxpayer's address. The
data for IDP does not contain all taxpayers' files or most of the
tax return information of any taxpayer. It is limited to the specific
tax information for which there is an anticipated need by IRS employees
responding to taxpayer contacts regarding their account (such as
inquiries about refunds or responses to IRS-initiated notices) or
for internal processing purposes (such as adjustments or undelivered
refund checks). All accounts with credit or debit balances are
maintained on IDMS, but this is only about 14% of the accounts in
the Individual Master File.

a,.e

Tax account information on the IDRS data base is updated each
week by subsequent postings and analyses performed at the master
file. In addition, changes Lttiated by service center or district-
employees are posted instantaneously through IDRS terminals.
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II. Profile Requirements for Access to IDRSo

Only employees of the Internal Revenue Service are authorized
access to DRS.

An employee must have access to the offices vhere the terminals
are housed. That requires a badge or other official identification.

An employee must be assigned a password to identify him as an
authorized user of the IDRS computer's security programs.

An employee must have been individually authorized to perform
the particular type of action. For example, only those employees
specifically given adjustment capabilities can use IDRS to make
adjustments to taxpayer accounts. Other employees may be authorized
only research inquiry capabilities.

Each IDRS user is assigned a computerized profile of authorized
capabilities. The assignment is done by personnel designated as IDRS
security supervisors. Employees are authorized only those capabilities
needed to perform their duties.

In addition, the IDRS terminal, through which the actions are
taken, must also be cleared for the particular type of action. Each
terminal has a profile of authorized capabilities.

A permanent record of all terminal inputs Is retained on magnetic
tape, for audit trail purpose.

III. IDRS Security System

The IDRS Security System contains the identification and authori-
zation for each terminal and employee in the system. The comand code
profiles permit access to the system only when the employee and ter-
minal profiles are compatible.

The Security System contains two files:

1. Employee Profile Security File (EPSF)

a. Last Name and First Initial
b. Social Security Number
c. Employee Number
d. Passvord
e. Command Code Profile

2. Terminal Profile Security File (TPSF)

a. Terminal Identification Number
b. Time On Air
c. Time Off Air
d. Command Code Profile
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Before an employee can perform any action via IDRS, he must
check into the system. He does this by inputting his Command
Code so that the machine can verify that he is an authorized IDRS
user. When an employee has been recognized as an authorized user,
the computer generates a unique entry code to each user. This
entry code is then used to gain access to the system. At this time
the computer also establishes a combined employee/terminal profile
of authorized command codes, which is recorded in the Code Storage
Terminal Table (CSTT).

The Core Storage Terminal Table retains:

a. Terminal identification
b. Terminal/Employee CC profile
c. Time off the air
d. Count of security, or procedural, violations (such

as an incorrectly inserted command code)
e. Entry code
f. Production training indicator
g. Employee number

The IDRS Security System does the following:

a. Validates each entry into the system
b. Generates program locks on the terminal when three

consecutive procedural violations occur. (No
information would have been given in response to
the first two violations. This ensures that no
one can enter the system through "trial and error.")

c. Produces daily Security Report for security locks,
excessive security violations, attempted access to
a restricted account, employee SSN match, EPSF update
(when an employee is added or a new password is
assigned).

d. Retains pertinent data to produce an Audit Trail
(on magnetic tape) for every access to the system.

0
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